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An Announcement 


A new type of business form... 
Forms with marginal punches ... 
different ... specifically designed 
to utilize the full efficiency and 
speed of modern record-writing 


machines 


@ A revolutionary new development now makes 
possible multiple business forms that can’t slip. 
Forms that register accurately all the way through 
... to even the twentieth carbon copy! 'That’s the 
remarkable new advantage of KANT-SLIP Con- 
tinuous Business Machines Forms. 

KANT-SLIP Forms are the forms with the 
punch! The distinctive marginal punches on the 
forms are your guarantee of absolute registra- 
tion accuracy in your business forms system. For 
through these marginal punches every copy of 
the form is automatically kept in constant align- 
ment ... line for line! Every carbon copy has the 
same information in the same place. There’s not 


a chance for a single slip ... a single costly error! 
KANT-SLIP Forms are used for invoices, pur- 


chase orders, requisitions, shipping and receiving 
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Automatically, almost like magic, aligning pins rise from the 
patented Registrator as it turns...rise and mesh perfectly 
with the marginal punches of the KANT-SLIP Forms. (Align- 
ing pins are quickly shifted, with a flip of switch, to inopera- 
tive position for ordinary correspondence work.) The Regis- 
trator Platen can be quickly installed in any writing machine. 


forms, production orders, and all other business records. They 
are used in typewriters, billing, accounting, and bookkeeping 
machines, tabulating machines, and teletypewriters. 
KANT-SLIP Forms are a proven success. More than a thou- 
sand leading business institutions, both large and small, have 
already adopted them. Executives immediately recognize that 
KANT-SLIP Forms assure Management of continuous unin- 
terrupted operation of their record writing machines and posi- 
tively eliminate costly errors due to inaccurate registration. 
We will gladly have a representative explain the application 
of KANT-SLIP Forms to your business. Write! Business Ma- 


chines Forms Division, The Standard Register Co., Dayton, O. 
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BUSINESS MACHINES FORMS DIVISION 


THE STANDARD REGISTER COMPANY 


DAYTON, OHIO 
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-LETTERS: 


A Keen Political Observer 


Sirs: I think that Arthur Crawford’s observations as to the 
trend of political thought on banking are remarkably accurate and 
especially valuable just at this time. 

Wa ter S. McLucas, President, 
National Bank of Detroit, Detroit, Michigan 
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Paging Director Clutchbill 


Sirs: This letter has been attempted many times, but as I 
an: a backwoods banker I always get heart failure when I try to 
put what I think into words. What I want to say is that I have 
read your “Clutchbill” stories for years and with the keenest 
enjoyment and benefit. For my part I hope you don’t quit 
because each new one seems better than the last. 

It may be a coincidence but your last one, $3,000 SHORT, just 
arrived this morning with the bank examiner. The time is now 
4:30 P. M. and he, the bank examiner, has just left us some 
problems that I wish Director Clutchbill could help us figure out. 

Wn. CampBELL, Cashier, 


Citizens Bank of Sultan, Sultan, Washington 


+ ® 


Right on His Desk From Now On 


Sirs: Your see aan has been coming to me for the last two 
years and I read each copy with great interest. I have found it the 
best magazine of its kind published. Due to the clear and direct 
way in which it handles technical situations, I find it very helpful. 

Our president, Mr. John C. Stoddart, in the past has been 
reading my copy of The Burroughs Clearing House and he has 
decided that he would like to be on your mailing list. And so 
from now on, will you please see that he receives it? 

I preserve all copies of your magazine and want you to know 
that I refer to them constantly. 


Wo. Way, 
Ohio State Savings Association, Columbus, Ohio 
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The New Deal on Robbery Insurance 


ay ; : ; es 

: Sirs: I have read with deep interest the article appearing in 

ag your recent issue entitled “THE NEW DEAL ON ROBBERY 
INSURANCE.” I consider this one of the most constructive 
and informative articles on this subject that I have read. In my 

u- opinion it will serve a very useful purpose among the bankers in 

ve the twenty-three states which are covered by the new program. 

at R. A. ALGrreE, Vice-president, 

~— National Surety Corporation, New York, N. Y. 

si- ry e 

mn. 

on _| Abreast of New Conditions 

la- Strs:_ It has been my good fortune to have been on your 

O. mailing list for a great many years. The articles are all most 


timely and interesting and serve to keep one in close touch with 
changing conditions and practices of the banking business. 
The Burroughs has kept pace with the changing conditions 
which have occurred in the — business during the past 
several years, and I am sure has been most instrumental in 
| bringing about a great many of these changes which have been 
very beneficial to the banks in general. 


C. N. RosENTHAL, Vice-president, 


Security-First National Bank of Los Angeles, 
Los Angeles, Calif. 
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The Problem of Bank Earnings 


_, Sirs: Of all the publications which come to my attention 
dealing with banking problems I believe The Burroughs Clearing 
‘touse magazine is the leader, wherein a candid discussion of 
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banking practices bem the country can best be circulated. 

I was most interested in the October issue —- the articles 
““Meeting the Problem of Bank Earnings” by Mr. Easterday, as 
well as ““The Case of Insured Deposits” by Mr. Crum. 

I find articles of this character intelligently equip investment 
banking houses, who are honestly making an effort to aid bankers 
in solving their investment problems, to better service their 
banking institutions, giving them an insight into actual conditions 
confronting the banker. This is most important in these times. 

I congratulate your organization on this splendid publication. 


CLoup L. Cray, 
Cray, McFawn & Company, Detroit, Michigan 
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Another Clutchbill Booster 


Dear Mr. Copeland: Your story in the last number of The 
Burroughs Clearing House reminds me of a long held thought that 
I should say to you how much we enjoy your writings. 

$3000 SHORT reminds us that a number of years ago a bank 
examiner carried off an $800 note among his papers. He felt 
nearly as bad as your examiner. 

GeEorGE E. DEan, 
The Falmouth National Bank, Falmouth, Mass. 











In Cleveland...aname illuminated by nearly half 

a century of experience...identified with industry 
in the area centering in the home of the Fourth Federal 
Reserve Bank...Central United National Bank invites 
connections with correspondent banks whose interests de- 
mand the facilities of a sound, long-established national 
bank located in the capital of America’s industrial empire. 


OHIO’S LARGEST NATIONAL BANK 
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“By increasing the capital of 
banks, we increase their 
lending powers and their 
ability to better do their share 
in the recovery program.” 


—Jrsse H. Jongs. 


The NEW 


\Ban king 


: 
7 


| ((NOVERNMENTAL partnership 
with private enterprise has be- 


j come one of the features of the 

| New Deal. 

| A partnership with the banking institutions of the 
country is taking form through the investment of some 
jhundreds of millions of dollars of government money in 
} their preferred stock. 

| The national industrial recovery act, under which the 
| Sovernment and industry joined forces to control wages, 
jhours and trade practices, meant a partnership. There 
sthe government’s participation has been manifest chiefly 
iby exercise of its regulatory authority but without an 
jinvestment of capital. 

In the partnership of the government with the banks the 
regulatory possibilities are soft-pedaled, the emphasis being 
Upon a strengthening of the banking structure through the 
» Pouring in of new money. 

The program involves tremendous potentialities. Al- 
‘teady during the present administration the government 
vhas strengthened its supervisory authority over the na- 
jtional and state member banks of the Federal Reserve 





ARTHUR CRAWFORD 


Harris & Ewing 


PARTNERSHIP 


System and even to some extent over 
non-member state banks through the 
emergency banking act and the Glass- 
Steagall general banking act. Now by 
ownership of stock in banks of all kinds, including non- 
member state banks, the government becomes a partner 
in the banking business with the authority which a partner- 
ship implies. That there is any intention on the part of 
the government to exercise undue influence by virtue of 
its stock ownership is denied. 

President Roosevelt and Jesse H. Jones, chairman of the 
Reconstruction Finance Corporation, have had an uphill 
task in winning bankers to their plan. For several reasons 
the bankers were lukewarm and even antagonistic. They 
feared government domination of their institutions. They 
disliked to accept aid from the Reconstruction Finance 
Corporation because of the possibility that depositors 
might regard the action as a sign of weakness. They 
figured it would not be a profitable transaction to pay 5 
per cent dividends on the stock to the government, mean- 
while receiving only 314 per cent or thereabouts on the 
investment of the funds in government bonds. Many of the 











Interprets Political Trend 


¢ Arthur Crawford, whose articles have appeared regularly in 
The Burroughs Clearing House for the past two years, has 
viewed events in Washington as a writer for newspapers and 
magazines during all or parts of six administrations, those of 
Taft, Wilson, Harding, Coolidge, Hoover and Roosevelt. For 
the past sixteen years, he has specialized in governmental 
actions bearing on economic and financial problems. # Gradu- 
ating from Beloit College, Wisconsin, in 1906, he launched 
upon a newspaper career in Chicago where he made his head- 


quarters for the next eleven years. 


Mr. Crawford was well equipped to interpret the swiftly 
moving events of the past year is evidenced by the character 


of his articles. 


As a political reporter 
there and at the Illinois Legislature he dealt with local and 
state affairs before moving on to the national scene. 
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stronger institutions did not need the 
additional capital. Unless the big 
banks took the lead, however, the 
smaller ones were unwilling to go into 
the scheme, fearing a weakening of 
public confidence such as took place 
last winter when many of them bor- 
rowed from the Reconstruction Finance 
Corporation. 

Slowly the government officials have 
overcome the objections. The Con- 
tinental Illinois National Bank and 
Trust Company of Chicago, fifth 
largest bank in thé’ country, was the 
first of the very large banks to join the 
program. The Reconstruction Finance 
Corporation bought $50,000,000 of its 
preferred stock. Then came the New 
York clearing house with the adoption 
of a resolution holding the President’s 
objective to be sound and recommend- 
ing that its members co-operate. The 
leadership of the Chicago and New 
York banks was essential for the suc- 
cess of the program. 

When the plan was first announced 
some months ago, Mr. Jones stated 
that the corporation was ready to sub- 
scribe as much as $1,000,000,000 for 
preferred stock and capital notes of 
banks. Just how much of this total 
will be made use of remains uncertain. 

From the government’s standpoint 
the plan is intended to strengthen the 
nation’s banking structure, particu- 
larly with reference to the deposit in- 
surance system which becomes effec- 
tive January Ist. The offer of govern- 
ment capital is designed to aid many 
banks which otherwise might find it 
difficult to qualify for membership in 
the deposit insurance fund. 

Especially have the 8,600 non-mem- 
ber state banks been in the minds of 
the President and other government 
officials as indicated by the setting up 
of a special division in the Reconstruc- 
tion Finance Corporation to co-operate 
with these institutions. This division 
is headed by Harvey C. Couch, one of 
the directors of the corporation. 


The strengthening of the banks 
which have re-opened since the March 
bank holiday through purchases of 
preferred stock has been one of two 
phases of the banking situation to 
which the administration has been 
devoting itself in recent weeks. The 
other has been the speeding up of the 
release of deposits in the closed banks. 

To deal with the closed bank situ- 
ation the President caused another 
special division to be set up in the 
Reconstruction Finance Corporation. 
This division known as the deposit 
liquidation board is under a mandate 
to release through loans from the 
corporation approximately $1,000,000,- 
000 of the $2,500,000,000 tied up in 
banks closed since January Ist. 


‘T RACING the story of the plan for 

the purchase of preferred stock one 
needs to go back to the emergency bank- 
ing act which President Roosevelt with 
record-breaking speed put through 
Congress on March 9th. On that day, 
with all the banks in the country 
closed, this bill, framed by the ad- 
ministration, passed through all the 
stages of committee and floor consid- 
eration in both houses. 

Under Title III of that act national 
banks were authorized to issue pre- 
ferred stock without voting rights and 
without being subject to double liabil- 
ity, cumulative dividends to be paid 
on the stock being limited to 6 per 
cent. The Reconstruction Finance 
Corporation was authorized to sub- 
scribe to such stock and to preferred 
stock of state banks where state laws 
permitted its issuance. Or if there were 
obstacles under state laws to the issu- 
ance of preferred stock the corporation 
was authorized to purchase legally 
issued capital notes or debentures. The 
corporation was further authorized to 
make loans secured by preferred stock. 
These sections of the law were subse- 
quently perfected by acts of March 
24th and June 15th. 


THE BURROUGHS 


The borrowing power of the corpora. | 
tion was increased by an amount! 
sufficient to carry out the authoriza.) 
tions. This meant that the corporation | 
can obtain $1,000,000,000 or whatever | 
amount is needed without its coming] 
under the limitation which applies on/7 
its ordinary loans. The process con.!” 
sists of selling corporation debentures \~ 
to the Treasury which raises the money | — 
through its ordinary financing opera-|~ 
tions. The corporation might sell its|~ 
debentures on the market but it has” 
not chosen to do so up to this time. |) 

The authority to issue preferred |” 
stock was made use of in the re- | 
organization of banks following the; 
March holiday but it was not until the |” 
middle of the summer that Mr. Jones |” 
announced that the Reconstruction |” 
Finance Corporation was ready to sub- 
scribe as much as $1,000,000,000 for the 
purchase of preferred stock or capital 
notes. Mr. Jones elaborated the plan 
in a nationwide radio broadcast on 
August Ist. 

At that time Mr. Jones concluded 
his speech by reading a brief letter 
from President Roosevelt giving his 
approval. 

“IT congratulate the many bankers 
who have safely steered their institu- 
tions through the troubles of the past}. 
four years, but credit must be made 
available to all classes of our citizens 
if business is to be re-established on a 
permanent, workable basis,” said the 
President in his letter to Mr. Jones. 

“Your plan to provide the banks} 
with new and added capital, by the} 
purchase of preferred stock on such 
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CLEARING HOUSE 


fair terms as those outlined, will enable 
them to extend this credit without fear 
of their own positions. 

“It is also interesting to know —as 
the bankers will appreciate —that this 
can be done with no added tax burden, 
and at no cost to the public treasury.” 

The response from the bankers was 
not favorable and Mr. Jones a little 
more than a month later on September 
5th took his case to the American 
Bankers Association at its annual 
convention at Chicago. 

Mr. Jones supplemented his per- 
sonal appeal by a letter from the 
President who said: 

“The government needs the willing 
and confident co-operation of its banks 
and is willing to go into partnership 
with them on a limited dividend basis, 
permitting the banks to end the part- 
nership at will, but in the meantime 
making it easy for them to furnish the 
credit necessary for the recovery 
program.” 

Mr. Jones elaborated to the bankers 
the plan for the purchase of five per 
cent preferred stock, arguing the im- 
portance of the co-operation of the 
banks as a means of aiding the recovery 
program. He 
was somewhat 
caustic in his re- 
marks. 

“By increasing 
the capital of 
banks,” said Mr. 
Jones, “‘we in- 
crease their lend- 














































































































ing powers and their ability to 
better do their share in the recovery 
program, and since this can be done 
in large measure with government 
funds on a favorable basis, is it not our 
patriotic duty and should it not be 
our pleasure and our good sense to 
do it? 

“IT am aware that many of you— 
most of you, perhaps—will say you 
cannot lend the money that you now 
have, and I venture to suggest that 
you probably are not making very 
much actual effort for the simple 
reason that you are still waiting. You 
are afraid of a recurrence of conditions 
through which we have just passed. 
Some of you are afraid we will have 
inflation, and some of you are afraid 
we will not have inflation. After all, 
it is fear, and I ask, is it not time that 
we uncross our fingers and follow the 
President’s lead? 

“I repeat—lack of credit for the 
average business if not provided will 
be a serious obstacle in the path of 
recovery, and this obstacle can be re- 
moved by constructive banker leader- 
ship.” 

Mr. Jones pointed out that if a 
bank’s deposits are too large for its 
capital, or its liquidity below a safe 
figure, the bank may be entirely sol- 
vent, but prudent management com- 
pels continued liquidation, and neces- 
sarily limited participation in the 
recovery program. A bank with $100,- 
000 capital and $1,000,000 deposits, he 
said, is not as strong nor can it lend ‘as 
freely and assist in the 
recovery program as a 
bank with $200,000 capital 
and $1,000,000 deposits. 

If the capital structure 
of the country is made 
invulnerable, Mr. Jones 
continued, the insurance 


Five 


feature of the new banking law need 
cause no apprehension. 

““Many of you are opposed to this 
deposit insurance law,” said Mr. Jones. . 
“You are afraid of it because it calls 
for assessments upon your banks to 
pay the deposits of other banks. 
Ample bank capital obviously is the 
best and cheapest deposit insurance, 
and the government, in co-operation 
with bank stockholders, offers to pro- 
vide it —not as much as may be neces- 
sary in some instances, but supple- 
mentary and practically without limit 
where it can be on a sound basis.” 

Mr. Jones wound up his personal 
appeal by advising the bankers to 
take the government into partnership 
with them and “then go partners with 
the President in the recovery program 
without stint.” 


KYEN Mr. Jones’ remarks at Chicago 
did not overcome the reluctance of 
the bankers to embark on a partnership 
with the government. More than an- 
other month elapsed before the Con- 
tinental Illinois National Bank and 
Trust Company of Chicago on October 
13th swung out to the head of the pro- 
cession of banks joining in the govern- 
ment’s program to the extent of selling 
$50,000,000 in preferred stock. 

The New York clearing house banks 
swung into line on October 18th, after 
many days of discussion and after 
several of the leading bankers had been 
summoned to Washington for a con- 
ference with President Roosevelt. 

The resolution of the New York 
clearing house was as follows: 

“The President of the United States 
has publicly stated his belief that the 
banks of the nation should strengthen 
their capital structure. 

“We believe the President’s objec- 
tive is constructive and sound and that 


(Continued on page 21) 
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Active records that really 
keep loaning officers posted 


by HY. W. 


F it is true, as usually accepted in 
] mercantile business, that merchan- 

dise well bought is half sold, it is 
even more true in the banking business 
that loans well made are half collected. 
With earnings running lower and lower 
year by year, we are approaching the 
point where there will be little if any 
margin to absorb losses. Yet at the 
same time we urgently need the 
revenue from interest. 

The only possible answer to this 
dilemma is to overhaul our credit- 
granting machinery and see whether 
it is working to the best advantage. 
Good loaning officers are those who can 
maintain a good volume of loans draw- 
ing interest without running into more 
than nominal losses, but the best of 
loaning officers is no better than the 
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information supplied to him by the 
credit department. Whether it be but 
a single filing case in a country bank, or 
an elaborate organization with scores 
of employees in a city bank, its useful- 
ness depends on the degree of intelli- 
gence and organizing ability employed. 

Credit departments are a modern 
development in banking. It is only <¢ 
very few years since the Federal Re- 
serve requirements that every unse- 
cured loan of $500 and over must be 
supported by a statement to be accept- 
able for rediscount first started banks 
in the direction of systematic credit 
information. The logic of events and 
the increasing complexity of all busi- 
ness added force to the movement, and 
the credit department is now an im- 
portant feature of most banks. The 











(EXECUTIVE COMMITTSF MINUTES) Upon motion duly seconded, 
® line of credtt tm the amount of 2100,000, unsecured, to 
beer the endorsement of James C. Dravo, vas suthorized 


Upon sotion duly seconded, 
esount of $160,000, unsecured, to 
bear the endorsement of James C. Drave, ses suthorized 


Upon gotion duly seconded, 
@ line of credit tn the smount of $150,000, unsecured, to 
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Upon motion duly seconded, 
® line of credit im the emount of $260,000, unsecured, to 
bear the endorsement of Jemer C, Dravo, eas suthorized 
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dangers of the old hit-or-miss system 
were brought home to us by one 
example. 

In a large city bank some years ago, 
two of the senior executives were 
called by death within a few months, 
and their successors discovered that 
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they had taken with them to the 
cemetery most of that bank’s credit 
information. There were a few state- 
ments on file, but no memoranda of the 
interviews with these officers, and it 
was several years before the bank was 
able to build up proper credit files. In 
the interim the bank carried on the 
various lines of credit that had been 
established as best they could and 
ended by writing off some substantial 
losses that might have been avoided il 
certain tendencies on the part of the 
borrowers had been observable sooner. 

Not all credit departments have 
been equally efficient. In many banks 
the loaning officers have hesitated to 
ask customers for a statement for feat 
of offending them, and when at last the 
statement has been forthcoming, the 
same feeling has precluded a thoroug! 
analysis of the figures presented. [0 
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CLEARING HOUSE 


other cases the credit files have been 
entrusted to a junior employee, often 
the stenographer of the loaning officer 
of a small bank, and operated on purely 
mechanical principles. No matter how 
neatly and accurately figures are typed 


: on cards, and other filing operations 


performed, the real basis for making 
loans that can be collected at maturity 
demands intelligent selection of data, 
and authority to act upon it. The 


) keeping of credit files and the assem- 
| bling, comparison, and use of the ma- 


terial accumulated are tasks that call 
for judgment and executive ability. 

For example, there is the practice of 
one excellent credit department execu- 
tive who has all unfavorable data typed 
in red on the analysis cards. This does 
not always mean a decrease, as in such 
items as “net worth,” or “notes re- 
ceivable.”’ It more often indicates an 
increase, as in “bills payable,” or “‘re- 
ceivables discounted with discount 
companies” etc. The point is that be- 
fore the comparative figures go on 
the records, there is an _ intelligent 
analysis made, so that by the time the 
figures reach the loaning officer who 
must make the decision, the data is to 
some extent pre-digested. 


A NOTHER useful idea in the assem- 
** bling of credit data is to institute a 
systematic examination of the check 
files towards the end of the month. The 
payees on a business man’s checks 
often reveal things the loaning officer 
wants to know. For example a pay- 
ment of interest may reveal a liability 
which has not been included in the 
statement. Payments to brokers may 
indicate stock speculation. On the 
other hand payments to the leading 
names in their trade may show that 
they retain their credit standing with 
those who are best qualified to judge 
tendencies in the particular line of 
business. 

In these days there is a real danger 
that the credit department may be- 
come a morgue of dead facts. Condi- 
tions have changed so fast during the 
past several years, and so many former 
borrowers have dropped out, that un- 
less there is constant vigilance the 
credit files may be congested with 
obsolete material. In many banks 
moreover, there is a tendency to make 
avery careful investigation when a 
loan or line of credit is first considered, 
and not nearly enough effort after- 


FINANCIAL REPORTS 


While the forms used by banks vary greatly in their provisions for 
information, the trend is definitely to a complete, comprehensive 
statement, such as that in the illustration. This is a six-page form, of 
which pages one and two are shown. Headings on the other pages are: 
Stocks and Bonds—Schedule No. 3, Partners’ Interests—Schedule No. BS 
4, Land Contracts Receivable, Indebtedness on Land Contracts Re- ‘i 
ceivable—Schedule No. 5, Real Estate Not Sold, Indebtedness on Real 
Estate Sold—Schedule No. 6, Receivables Due from Partners and Em- 
Ployees, Schedule No.7, Interests in Controlled or Affiliated Concerns, 
Schedule No. 8, Insurance Carried, Bank Accounts, and General Infor- 
Note that principal headings are given schedule numbers 


mation. 





wards to follow up the facts then 
ascertained. 

One banker says that the dangerous 
loans in any bank are not the new ones 
accepted with some qualms by the 
officers, but the old ones, renewals or 
re-borrowings, that are immediately 
granted by executives who do not 
question the integrity or ability of the 
borrowers. In this banker’s view the 
real function of the credit department 
begins when the loan is made, rather 
than before, and consists more in study- 
ing the facts for 
danger signals than 
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there have been series of meetings be- 
tween representative committees of 
both, or in some cases joint sessions by 
the local accountants’ organizations 
and the bank credit men. As a result, 
the responsibility of the auditor to the 
banker has been better defined. At 
the outset there was a good deal of 
misunderstanding owing to the fact 
that the accountant in a number of 
cases felt that his employment was a 
matter between himself and the 
borrower and not to be disturbed by the 





merely of getting 
completeness of data. 
If this ideal of con- 
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stant supervision and 
revision be accepted 
it may require a good 
deal of effort to bring 
the credit depart- = 
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ment up to date. 
The matter in its files 
is getting older and 
staler every day, the 
times require that 
less and less should 
be taken for granted, 
and the develop- 
ments in the field of 
auditing are all rea- 
sons why neither time 
nor trouble should be 
spared in the task of 
bringing the credit 
department to its 
highest possible point 
of efficiency. Values, 
ratios, capitalization, 
leases and many 
other factors must be 
considered all over 
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systematic overhaul- 
ing will pay big divi- 
dends in the future in 
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banker. On the other hand bank 
officers in some cases criticized the 
certificates issued by the auditors on 
the ground that the reservations and 
exceptions destroyed their value as a 
basis of credit. Today this situation 
has been well explored, and much use- 
ful co-operative work has been done. 
One banker makes it a rule in unse- 
cured lines above a certain amount, not 
merely to have a C. P. A. audit, but to 
insist on an interview before the audit 
with customer and auditor in which 
the scope of the audit and the instruc- 
tions to the auditor are frankly dis- 
cussed. After the audit is completed, 
another interview takes place in which 
banker, customer, and accountant ex- 
amine the figures set up, and again 
frank discussion is felt to be good for 
both sides. This same banker has 
another policy that is worth consider- 
ing, and that is to make the borrower 
submit a forecast or estimate of what 
he hopes to do during the half-year 
ahead —how much he expects to sell, 
his expenses, his margin of profit. 

It is astonishing how many other- 
wise capable and shrewd business men 
rin their business with very little 
attempt to anticipate what is in store. 

Some loaning officers may feel that 
customers would resent such a minute 
investigation of their affairs, but in the 
last analysis the customer who is un- 
willing to go the limit in the direction 
of frankness with his banker is not en- 
titled to credit at all. Either he is 
afraid to face the audit, or else he be- 
longs to that class of business men who 
are so sure of themselves that they 
say: “I know my business and no per- 


son can tell me anything about it.” 
Such individuals are poor risks. 


‘THE recent rises in prices have re- 

lieved the credit man of one anxiety 
in his analysis of statement figures, for 
inventories tend now to be below actual 
replacement value rather than above 
it; but at the same time increased care 
should be given to the items of re- 
ceivables. It is not difficult for a trad- 
ing firm to lose its profits in bad debts, 
and the same rules for depreciation 
ought to be applied as in other assets. 
Where the item of receivables is sup- 
ported by a schedule giving a break- 
down classified by age, it often appears 
that there is a tendency for collections 
to lag. Here is the place where pres- 
sure should be applied to have definite 
amounts written off or set up as depre- 
ciation reserves. 

A knowledge of accounting and ex- 
perience in interpreting statements is 
of first importance to the credit de- 
partment manager. Particularly is this 
the case where corporations have in- 
terlocking subsidiaries and in such 
cases a consolidated balance sheet 
should be made. 

In a recent case which came to the 


COMPARATIVE RECORDS 


Summary forms not only bring out the 
main points of single statements but pro- 
vide a comparison of statements over a 
period of time. In the illustration below 
forms are shown for Comparison of Bal- 
ance Sheets and Comparison of Operating 
Statements. Account headings are not 
printed on the form but are typed to meet 
individual record requirements. A feature 
of these forms is the column which per- 

mits the reduction of all 





figures to a percentage basis 





THE BURROUGHS 





writer’s attention a parent corporation 
operated several subsidiaries. These 
all lost money and were kept in funds 
by payments from the parent com. 
pany. The latter then approached its 
bankers for credit and it was found on 
investigation that these amounts were 
carried as receivables in the statement, 
although when the disguise was 
stripped from them, they stood out 
as plain losses. Clearly here was a 
case which shows the need of facts. 
Tact should be used in the contacts 
between credit department and cus- 
tomer. The loaning and credit depart- 
ments of banks are often not looked 
upon as service departments and too 
often the atmosphere is cold and sug- 
gestive that the bank is doing a favor 


} 








to the customer. However, it is a great 9 
builder of good will if the attitude of all 9 
concerned is that of cheerful service § 


and mutual advantage. The banker 
can in fact be really useful to his cus- 
tomer —often by holding down on his 
credit —but more usually by contribut- 
ing to his problems an outside but 
not unsympathetic viewpoint. The 
banker’s experience can be of very 
great value to his customer and there 


4 
4 


be 


is no substitute for the human and |) 


interested attention that is given to 
borrowers’ affairs by wise bankers. 

In such an atmosphere as this, the 
cordial good will between banker and 
borrower will build the bank’s prestige 
not merely for safety and conservatism, | 
but for useful service as well. 


and I am not afraid to take my prob- 
lems and lay them frankly before its 
officers. If they turn me down, there 





















































































































































































































































There ist) 
no booster like the man who can say:|) 
‘That bank helps me when I want help, |7 
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Washington, D. C., November 14, 1933 





: The New Monetary Policy 
| and Price Control Program 


Business indices have been closely studied in recent 
weeks with a view to determining the effect of President 
Roosevelt’s monetary policy. If, as hoped by the President 
and by the economists upon whose advice ‘he relies, the 
purchases of newly mined gold by the Reconstruction 
Finance Corporation at prices a little above the world 
market help to advance commodity prices it will be of 
tremendous help to the administration’s recovery pro- 
gram. Furthermore, it will serve to hold in check the 
agitation for currency inflation which threatens to reach 
an acute stage when Congress convenes early in January. 
On the other hand a failure to obtain this result, as many 
conservative economists hold likely, will necessitate a new 

| shift on the economic and monetary battle front. 

At the time President Roosevelt announced his new 
program in a radio address to the country on October 22nd 
the general level of commodity prices had commenced to 
turn downward after advancing about 20 per cent since 
March. Up to that time the price level had continued to 
tise slowly but steadily even after production, business 
, activity in general, and the security markets, which had 
soared under the spur of inflationary talk and inauguration 
of the recovery program in June and July, had slumped. 

The first effects of the gold buying policy were regarded 
as favorable but to what extent this was due to a psycho- 
— factor that would soon lose its force remained to 

€ seen. 

Like other experiments of the New Deal the adminis- 
tration’s plan represents a breaking of new ground. 
Monetary theories are for the first time being tried out. 
The operation will be epochal in financial history. 


Liquidation of Closed Banks 
Continues on Conservative Lines 


In dealing with the closed bank situation the adminis- 
tration’s policy has continued to be conservative in 
character. President Roosevelt’s instructions to the 
deposit liquidation board set up in the Reconstruction 
Finance Corporation have been to release with the aid of 
loans from the corporation approximately 50 per cent of 
deposits of closed banks. The administration’s estimate 
of a possible distribution of $1,000,000,000 out of $2,500,- 





000,000 of deposits of banks closed since January 1st 
indicates that the average will be below 50 per cent. 
Instructions to regional committees formed by the 
deposit liquidation board state that the amount which 
depositors can be paid will be governed by the amount of 










money that can be loaned upon a fair valuation of the 
assets of the bank based on an orderly liquidation of such 
assets over a period of from three to five years after 
reserving only what will appear sufficient to pay taxes, 
expenses and interest during the liquidation period. 
Where distributions already have been made to depositors 
of closed banks immediate release of further funds is not 
expected except where the assets justify it. 

While it is proposed to co-operate with the deposit 
insurance corporation there is a disposition not to burden 
that corporation for fear of weakening its position with 
respect to its primary purpose. The deposit insurance 
corporation has authority to take over assets of closed 
banks and liquidate them. The deposit insurance features 
of the Glass-Steagall banking act were superimposed 
upon a bank liquidating corporation created under the 
original Glass bill prior to the March banking holiday. 
Obviously a corporation which might have been adequate 
to handle the closed bank situation as it stood a year ago 
can not be expected to cope with present conditions plus 
the added burden of a deposit insurance system. 


Reconstruction Finance Corporation 
A Six Billion Dollar Institution 


Between the Reconstruction Finance Corporation and 
the Public Works Administration the government is to 
be saddled with obligations aggregating close to $9,000,- 
000,000 under present authorizations. The total is certain 
to be expanded considerably beyond this limit in the com- 
ing session of Congress when the question comes up 
regarding an extension of the life of the R. F. C. and the 
replenishment of its coffers. 

Undoubtedly the public generally has lost all track 
of the manner in which the Reconstruction Finance Cor- 
poration gets its money. It has been able to finance new 
projects to the extent of hundreds of millions or even a 
billion or more by reaching into its apparently bottomless 
bag. 

The corporation originally was set up for a one year 
period from January, 1932, with authority to the President 
to extend it for a second year. The extension was ordered 
by former President Hoover. The two years will be up in 
January. There is of course no question that President 
Roosevelt will recommend the enactment of legislation 
extending its life, possibly until such time as the President 
proclaims the ending of the emergency. Recently the 
corporation has had unused borrowing power of about a 
billion dollars which will be more than exhausted by the 
allotments for liquidation of deposits in closed banks, for 
dealing in gold and for loans to farmers on cotton. 

As the corporation now stands it is close to a six 
billion dollar institution. It had aggregate resources of 


Ten 


$4,975,000,000 which was cut to $4,575,000,000 by a 
$400,000,000 reduction in the industrial recovery act to 
offset shifting of the financing of self-liquidating projects 
to the Public Works Administration. Outside of this 
prescribed limitation for general purposes is such money 
as is used to buy preferred stock of banks. There is no 
limit on that fund. A billion dollars has been tentatively 
allotted. 

Originially the corporation had capital of $500,000,000 
and borrowing power of $1,500,000,000. The borrowing 
authority was increased to $3,300,000,000 in the emergency 
relief and construction act of 1932. This was expanded 
last winter and spring by $125,000,000 for capital of home 
loan banks, $200,000,000 for the capital of the home 
owners’ loan corporation, $500,000,000 for relief, and 
$300,000,000 for various agricultural purposes under the 
agricultural adjustment act. 

On top of all this the Public Works Administration 
has a borrowing power of $3,300,000,000. 


Mutual Savings Bank Code 
Receives Administration Approval 


In approving a code for mutual savings banks separate 
from the code applying to other banks General Hugh S. 
Johnson, national recovery administrator, noted in a letter 
to President Roosevelt that there have been only a few 
minor failures of mutual savings banks with none in the 
State of New York, that they have more employees now 
than in 1929, that only a small number of employees fall 
within the minimum wage level of the code and that 
banking employees receive higher comparative wages than 
those paid by industry generally. 

The mutual savings banks code committee consists of 
fifteen representatives of the National Association of 
Mutual Savings Banks, a representative selected by 51 per 
cent of the non-members of this association and a repre- 
sentative or representatives without vote appointed by 
the President of the United States. The association is 
stated to represent 92 per cent of the 565 mutual savings 
banks in the country, 96 per cent of their total assets of 
$10,938,000,000 and 96 per cent of their total number of 
depositors of 13,300,000. 

The code provides that no banking employee shall work 
more than forty hours per week averaged over a period of 
thirteen consecutive weeks. Minimum wages range from 
$12 to $15 per week. These provisions are the same as in 
the general banking code. 

The mutual code committee is to submit to the 
administrator supplemental fair trade practice provisions. 


Restrictions on Security Issues 
May Be Extended to Money 


While the movement for a revision of the Securities 
Act along more moderate lines is constantly gaining 
momentum the word from inner circles in the adminis- 
tration is that the disposition is to stand pat. 

President Roosevelt and his advisors have not been 
impressed by the representation that the penalty and 
other drastic features of the securities act have held back 
new financing and thus retarded a much-needed stimula- 
tion of industries producing capital goods. Their view is 
that eventually the investment houses and corporations 
issuing securities will accustom themselves to the operation 
of the new law. They hold that its provisions are justified 
by the financing excesses of the boom years. The dis- 
closures of foreign financing in the stock market inquiry 
before the Senate banking and currency committee have 
helped to strengthen their opinions along this line. 

Such recommendations as will come from President 
Roosevelt will tend toward greater rather than less control 
over the sale of securities. Legislation for the regulation 
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of security exchanges, which was under consideration last 
spring but did not reach Congress, will be offered by the 
administration this winter. 

Furthermore there is a quite definite trend on the part 
of the administration toward the control of money. 


administration view. The tendency toward restriction 
may even be manifest in proposals to control the uses of 
money in industrial projects. 


Entire Refunding in 1934 
of Fourth Liberty Loan 


It is obvious that the Fourth Liberty Loan, of which 
$6,268,000,000 was outstanding, is to be entirely refunded 
during 1934 but there will be no saving in interest before 
the latter part of the year. Nor will the saving then be 
sufficient to come anywhere near offsetting the rapidly 
mounting aggregate of interest on the public debt. 

The prospect is that next April, at which time one-third 
of the Fourth Liberties have been called for redemption, 
a call will be issued for redemption in October 1934, for 
such portion of the issue as has not been exchanged for 
new bonds under the offer made recently. 

The bonds issued in exchange for Fourth Liberties 
bear 414 per cent interest, the same rate as on the bonds 
turned in, until October 15, 1934, after which the rate 
becomes 344 per cent. The bonds run for twelve years, 
being callable in ten years. It is unlikely that a new 
exchange offer in the spring can provide a rate lower than 
44 per cent earlier than October as there would be no 
inducement to convert the bonds in advance of the 
redemption date. ; 

By the time the refunding of the entire issue of Fourth 
Liberties is completed the saving on a basis of a 34% per 
cent rate will be only about $62,000,000 annually. It is 
difficult to see where the Treasury can make total savings 
in interest by refunding operations of more than $70,000,- 
UU. The only other 44% per cent bonds which are subject 
to call are $535,000,000 of First Liberties. 






The F 
day of free money movements has gone according to the | 


~ 


a 


A saving ol | 


1 per cent in interest on that issue would mean only | 


$5,000,000 annually. 

While Great Britain and France were each able to 
save several hundred million dollars annually by refunding 
war bonds the original rate of their bonds was 5 per cent 
in the case of Great Britain, and 5, 6 and 7 per cent in 
the case of France. The United States has had no bonds 
outstanding bearing more than 41% per cent and the 
average is only 3% per cent. 

As against a saving of less than $70,000,000, effective 


nearly a year hence, the interest on the public debt| 


during the fiscal year 1934 will probably be at least 
$70,000,000 greater than in 1933. In the fiscal year 193) 
there is likely to be a further increase in interest charges 
of at least $100,000,000. The interest total in the current 
year will be as much as $160,000,000 more than in the 
fiscal year 1932. 


Redistribution of Wealth Behind 
Attacks on High Salaries 


Redistribution of wealth remains one of the underlying 
purposes of the administration. 

Several moves within government departments and 
boards which have been directed against high salaries 
have been expressions of this policy. The moves have bee! 
made by the federal trade commission, the railroad co 
ordinator, the attorney general and other agencies. The 
question of high salaries also has figured in the senatorial 
stock market investigation. 

Fundamental policies under the national industly 
recovery act also look toward a redistribution of wealth. 


The theory is that capital must be content with a smalle f 


(Continued on page 29) 
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etting Results in 


PUBLIC 
RELATIONS 


by W. H. NEAL 
Manager, Public Relations Department, 
Wachovia Bank and Trust Company, Winston-Salem, N. C. 


" IVE the public the facts about 
¢€ banking,” “‘Create a better un- 

derstanding between banks and 
the public,” “Educate the public’ — 
these mandates are being hurled thick 
and fast at bank public relations men 
in these days when bankers feel that 
all the blame for the recent economic 
cataclysm has been unjustly heaped 
upon their shoulders and when the 
public thinks that this business of 
banking must be a high class racket 
conducted for the sole benefit of the 
money changers. 

No one will deny that a gross 
ignorance exists of the first principles 
of banking. For generations the 
public has looked upon banking with 
a feeling of awe and mysticism, and 
what to the banker may be a simple 
transaction is looked upon by the 
average customer as a thing which 
only the elect can understand. 

But is the public willing 
to be educated? Does the 
man on the street really want 
to know what this business of 
banking is all about? 
















some of them, also clip- 

pings from news- 

papers commenting on 
the talk 


Seldom are these ques- 
tions discussed without 
reference to an address 
made by our president last 
March when he told in 
simple but effective lan- 
guage some fundamental facts about 
banking. Since that time, as _ it 
happened, bankers have been generally 
berated for not having explained bank- 
ing to the public in an understandable 
manner. But is that altogether the 
banker’s fault? Who would have 
listened to his explanation? If, in the 
good old days of the New Era, a 
conservative banker so much as raised 
his voice, and many of them did, to 
proclaim the principles of sound busi- 
ness and banking, he would have been 
howled down by cries of “‘moss-back”’ 
and “old-fogy.” It was a different 
audience to which our president spoke. 
After floundering in the mire of 


Requests for copies of Mr. 
Hanes’ talk came by let- 
ter, postcard, telephone 
and telegraph. 


Here are 
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Sound Banking Principles 
— They Are and How 


hey Are Maintained 


Au Addess hy 


ROBERT M. HANES 
PRESIDENT 


Wacha 
achovia Bank and Trust Company 
Winston-Salem, N.C 


That the public is eager to know more about banking is 
evidenced by the demand for copies of this booklet. It 
was reprinted from a radio address, 
gone through four printings 


and has already 


economic paralysis for two weeks the 
American public wanted to know 
something, and almost to a man tuned 
in to hear a lesson in the fundamental 
functions of banking. It was an eager 
and willing audience. 


SOME months ago the Wachovia Bank 

and Trust Company started on 
a program of explaining the principles 
of sound banking in its advertising and 
publicity. In our newspaper advertis- 
ing we set forth our loan requirements 
—the safeguards we employ in lending 
our depositors’ money. We gave our 
reasons for these requirements and 
explained why we believed them to 
be essential in operating any sound 
banking institution. In our monthly 
magazine which goes to thousands of 
customers we carried a series of articles 
setting forth what we believe to be the 


















One of a senes of advertisements explauning Wachoves s credit cequiremenes. These requirement, 
ase oot atbyerary but have proved their worth over meay years ia provect 
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THE HEALTHY LOAN 


GROWS 


Smaller 


rrr 


It is customary for bankers to ask 
borrowers co on down thew loans 
by means of regular payments, be 
fore the remainder of the debc is 
finally discharged. 


There are cee main reasoas for 
this requirement 


First, as you know, there is the 
banker's responsibility for his de 
positors’ money. Regular curtail 
mens of loans supply funds with 
which to meet any teasonabie de 
mands from depositors. They also 
insure the full payment of loans 
within a reasonable ame and lessen 
the likelihood of a bank’s assets be- 


coming frozen 


WACHOVIA 


BANK AND TRUST COMPANY 


Second, regulars curtailments procect 
the borrower by rendering bim less 
likely to overexpand and giving 
him a greater incentive to operate 
conservatively. When vaities are de 
clining, the borrower liquidares suf 
ficient assets to pay his debts while 
these assets still have a marketable 
value. If loans are permmted to ran 
without curtailments the borrower's 
assets are apt ro become frozen while 
his debes remain unpaid. 


Third, regular curtaiments on loans 
make available a supply of fuads 
from which new loans can be made 


The healthy loan is the one that w 
growing smaller! 











WHETHER OR NOT You BORROW 


Our Credit Policies Affect You Vitally 


Every time a bank makes a sound 
loan, it is benefiting its Community. 


Every time it makes an unsound loan, 


it is endangering its 
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That, in a word, is why the credic 
principles of the Wachovia should 
be of acute interest ro you 


There is this further reason: you 
will generally find that in the benk 
which maintains loans on a high 
plane—which keeps its promises 
aod expects customers to keep theirs 
—there is a vigorous adherence 

















FUNDS ALWAYS AVAILABLE 


For Good Loans 








Credit is the cornerstone of the com- 
mercial bank. 

By its distribution of credit, the bank 
raakes or loses money; creates (riends or 
enemies; builds up its community in last- 
ing fashion or erects a weak stencture 
which may give way before the first 
heavy gale. 

Because this function of credit is so 
important and, in general, so little under- 
stood, we have been sponsoring in the 
newspapers a series of messages giving the 
facts as we see them, without sugar- 
coating those which might seem a little 
peppery at first taste. 

The respoase has indicated that the 
public really wanted —and still wants— 
plain facts, simply presented. That is why 
we have reprinted these advertisements 
in the form of this booklet. We hope 
that it will be of interest to you, and to 
some of your friends who know less 
about our policies, and the reasons back 
of them, than you do. 

1 should like, in closing, to stress par- 
ticularly the message of one of the adver- 
tisements of the series: “The Wachovia 
always has money to lend — in suffici 
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This and other credur polacies which have 
tecneg depusicors, borrowers, and the 








Proved their worth over many years 


e 


to the best methods in all of its 
relavonships with customers. 


When you wanr certainty that 
your checking account, statements, 
drafts or notes will be handled 
efficiently and with a minimam of 
€trors; when you want your secur- 
ities taken care of, your estate and 
heirs protected; when you want 
safety for your Savings; or when 
you want any other modern finan- 
cal service— 

Find a bank thar has high crea: 
standards and administers them with 
Courage and impartialicy 


WACHOVIA 


BANK AND TRUST COMPANY 
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Community, are explained in our bookie. “Sound 
Banking Principles.” Jr will be masied a request 














One of 2 series of advenisements explamung Wechovia's credit 
are aot arbitrary but have proved their worb over 
ing depositors, borrowers. and the communuty 


fequuements. These requirements 
Many years in protect- 





amount—to sound, solvent individuals 


and enterprises.” 


Mdina 














The Wachovia always has 
eney to lend—in sufficient 
amount—to sound, solvent in 


dividuals and entesprises. 


Our credit requirements, one 
by one, have been explained 
ia this scries of advertisements; 
but they would have been just 
so much paper and ink if 
money were not at hand to back 
up the needs of those who meet 
sound banking requiremenss. 


In good times or bad,and under 
casy” or “tight” money con- 
ditions, funds have always been 
in readiness here to take an 
active, constructive part in the 
work of our State and its 
people. We expect this condi- 


tion fo continue. 


Wachovia is always able and 
willing to make good loans 
and at moderate rates. 


= 


WACHOVIA 


BANK AND TRUST COMPANY 





‘i bave theit wotth over many years, in provecting dqpousers, 
on ee icy, ate explained in out booker, “Sound 
"Banking Principles.” It will be mailed on request 
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advertisements reproduced above. 


Even in its more recent advertisements the bank continues to promote the 
sound banking idea, as may be observed in the footnote on two of the 
Mr. Hanes further stresses public 





LOANS and FRIENDSHIPS 





Sometimes a man feels that if he had 
gone to school with the men who 
are in charge of his bank, or if he 
were accustomed to play polf with 
them, borrowing money would be 
& relatively simple marter 


To such a man, we say: It would nor 
—at Jeast not at the Wachovia and 
other good banks with which we 
are acquainted. 


As an individual, every banker does 
favors for his friends. He is of nor- 
mal g y, normal kindi 





But as a banker, be has « higher and 
mote urgent duty, in administering 
the funds of the depositors who 


trust him. He must judge all apphi- 
cations for loans on a basis of abso- 
lute fairness. If his friends are among 
them, they must measure up to the 
mark just as rigidly as the outsider. 
Character, record tangible assets, 
earning power— factors such as these 
will say the “yes” or “no.” 


It is a good tung tor you te know 
your banker, and for him to know 
you. The more he knows of your 
business and personal background 
the sounder basis he bas to work 


on in forming future decisions. 


But don’t expect him to lend his 
bank's funds on a friendship basis. 
If he is worth his salt, he won't do it! 


WACHOVIA 


BANK AND TRUST COMPANY 














education in an introduction to a booklet of proofs of advertising releases. 
This introduction, reproduced in the center above, states that the 
public “‘really wanted—and still wants—plain facts, simply stated. 
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fundamentals of good bank manage- 
ment. Our officers were encouraged 
to expound in public and in private the 
doctrine of sound banking. 

We have found a most receptive 
and interested audience, which proves 
to us that the public is willing to be 
educated. A brief description of one 
particular plan will illustrate the 
interest that is being manifested in 
banking throughout the state in which 
we operate. 

When our president, prior to giving 
his talk on the radio, was invited to 
address a combined meeting of all 
civic clubs in one of the larger cities of 
North Carolina, he realized that this 
was an opportune time to present the 
case for sound banking. He prepared 
and delivered an address in which the 
principles of sound banking were 
vigorously presented. It was not a 
defense of banking; mistakes of policy 
/ and judgment in the banking business 
were frankly admitted. At the same 
| time it was clearly pointed out that 
safe banking is, in the final analysis, 


dependent upon capable and honest 
') management rather than upon legisla- 


/ tion or governmental edicts. 

' The address was well received and 
| then, upon special invitation of the 
| management of the local radio station, 


' it was repeated over the radio. At the 
| same time publicity releases were given 


to all newspapers in the state and 
practically all of them carried stories 
in which the main points of the address 
| were emphasized. A number of papers 
/ commented editorially on the address 
' in a favorable manner, each editor 
| having been given in advance, the 
high lights of the address. 

The following day the address 
appeared in booklet form under the 
title ‘Sound Banking Principles — 
What They Are and How They Are 
Maintained,” and was mailed to a 
select list of several thousand business 
leaders and bankers throughout the 
state. As a result of this initial 
publicity, hundreds of requests for 
» copies began to pour in. 


OON after this the booklet was fea- 

tured in our newspaper advertise- 
ments and reprints of this advertise- 
ment were sent out to a large list. This 
increased the number of requests for 
copies of the booklet. We then issued 
business reply cards on which requests 
for the booklet could be conveniently 
made. These were enclosed with mis- 
ce laneous mail going out from all our 
offices and hundreds of these cards 
were signed and sent in. As a result 
of this effort it was necessary to 
reprint the booklet four different times 
and our circulation of it far exceeded 
our original expectations. 

There was nothing romantic or 
enticing about the title of the booklet, 
and no effort was made to dress it up. 
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It stated in plain, concise manner the 
things our institution believes to be 
essential in order to operate success- 
fully a commercial bank and have it 
serve the purposes in the community 
for which it was established. 

Letters were received from business 
leaders in every part of the state 
expressing appreciation for the clear 
and concise presentation of the facts 
about banking. A long distance call 
came one morning from one of the 
large universities of the state asking 
for a hundred copies of the booklet 
to be used by the class in business 
administration. A number of managers 
of local branch offices sent copies to 
their headquarters or business associ- 
ates. Correspondent banks asked for 
copies to send to their directors. 

Comments made in hundreds of 
letters received were especially inter- 
esting. We quote a few: 

From a business executive: “I have 
always said we had and would continue 
to have in the majority the kind of 
banks that most of the people wanted 
and demanded. The more they under- 
stand fundamental principles, the 
better banking they will want. Such 
talks as this help materially toward 
that end.” 

From a prominent attorney: “I 
earnestly hope that your statement of 
principles will find lodgment in certain 
quarters. As I have delved into the 
ES See (a closed bank), 
the truth, soundness and wisdom of 
your observations have come to me 
with great force.” 

The head of one of the state’s leading 
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hospitals commented as follows: “I 
was especially impressed by your 
presentation of this subject. I thor- 
oughly agree with you that banking 
should be put upon a professional basis 
just as medicine and law.” From a 
public utility executive: ‘Your state- 
ment regarding the percentage of 
resources a bank should loan in its 
immediate territory is very well taken. 
If this had been followed by more 
banks we would have had much less 
banking trouble.” 


YES, the public is interested. This 

one experience proves to us that the 
public wants to know something about 
banking. It convinces us that we, as 
well as all other banks, have an almost 
unprecedented opportunity to explain 
banking to the public as well as a 
definite responsibility to clear up much 
of the misunderstanding and ill will 
now being manifested toward banks. 

A large part of our public relations 
program at present consists of inform- 
ing the public regarding the funda- 
mentals of banking. Much of our 
newspaper advertising space is given 
over to copy which explains commercial 
bank loans and general bank manage- 
ment policies. Our monthly magazine, 
which has been published continuously 
for twenty-five years, regularly carries 
articles setting forth the principles of 
banking and trust procedure. Since 
these topics are of general public 
interest we issue a prepared newspaper 
release covering these articles when- 
ever the magazine is issued. Most of 
the state papers pick up these releases 
and often editors comment favorably 
on them. This has the double advan- 
tage of giving much added circulation 
to the messages and at the same time 
increasing the public interest in our 
publication. 

A speech is always news. Therefore, 
when any of our officers talk in public 
on banking topics—which they are 
encouraged to do—we see that the 
newspapers get the story, in our own 
words, sufficiently in advance to give 
ample space and good location to its 
publication. The radio offers another 
splendid medium for propounding the 
doctrine of good banking. 

The newspapers will sometimes carry 
feature articles on banking, especially 
in the Sunday editions. This is good 
circulation, but never so effective as a 
speech in the regular news column. 

Last, but by no means least, we are 
conducting among our employees a 
series of studies in constructive cus- 
tomer relations. Here is an oppor- 


tunity for public education which no 
bank should overlook. 

Certainly the public wants to learn 
something about this business of bank- 
ing. It will be infinitely better if they 
get their information from bankers 
than from politicians. 


Fourteen 
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PERSONAL LOANS 


to Liquidate Store Accounts} 


NCREASED personal loan business, 
good will from the large retail 
stores, and an appreciated service 

to the borrower —these are some of the 
results of the co-operative plan worked 
out by the Denver National Bank’s 
personal loan department and Denver’s 
large department and retail stores. 

A little over a year ago, representa- 
tives of the bank met with the credit 
men of the various stores to lay before 
them a plan for collecting overdue ac- 
counts. It was felt that the bank had 
a definite service to offer the stores, 
and subsequent events have proved 
that this was right because the plan has 
met with success. 

The plan, as we of the bank outlined 
it then to the credit men, consists 
briefly of having our personal loan de- 
partment finance the store’s overdue 
accounts. This gives the store, or 
stores in cases where we combined 
several accounts owed by one indi- 
vidual into one loan, immediate use 
of the money, and enables the individ- 
ual to pay off the loans on a definite 
plan in easy monthly or semi-monthly 
installments. In each case, of course, 
the store is asked to guarantee the note 
or such part of the note as is repre- 
sented by its account. 

We have found, as a result of the 
year’s experience that the individual is 
much more likely to meet his obliga- 
tion after it has been transferred to the 
bank. He feels the importance of main- 


Denver,——— 


Denver NaTIONAL Bank 
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Profits and safety in financing 
overdue retail store accounts 


by 


G. F. FOLEY 


Assistant Cashier, Denver National Bank, 
Denver, Colorado 


taining his bank credit, and also wel- 
comes the opportunity, at least this is 
true in most cases, to have a set amount 
to pay and a set time for making the 
payment. He plans on the payment 
before it is due and is more likely to 
have the money ready than when both 
the date for making the payment and 
the amount are not definite. 

A short time before the plan was 
actually inaugurated, the bank printed 
a supply of folders describing the plan 
in detail. This folder was written en- 
tirely from the store’s viewpoint, and a 
supply of the folders was delivered to 
each of the stores co-operating in the 
plan for distribution to customers. 


THis folder, which is small enough to 

slip into a purse or pocket, contains 
on the cover simply the wording, ““An- 
nouncing a Financing Plan of Interest 
to Our Customers,” and ihe signature 
cut of the store. The message on the 
inside reads as follows: 

“In the past few months, due to 
business conditions, a number of valued 
customers of Den- 
ver’s large retail 
stores have found it 
difficult to take care 
of their charge ac- 
counts on the cus- 
tomary terms. 

“At the sugges- 
tion of some of these 
customers, and with 
the thought that such 
a plan would save 
embarrassment, this 
store, together with 
other Denver retail- 
ers, hasmadearrange- 
ments with the Den- 
ver National Bank to 
carry these delin- 
quent accounts for 





us, and to enable our customers to 
settle them by means of convenient 
monthly payments. 

“The plan is very simple. You sign 
a note at the Personal Loan Depart- 
ment of the Denver National Bank for 
the amount of your bill, plus interest 
at the rate of 8 per cent per annum. 
You then make twelve equal monthly 
payments, or any fewer number that 
you may select, into a special account 
which the Bank opens for that pur-_ 
pose. These monthly payments are 
made until the amount of the note has 
been accumulated. Interest rebate at 
the rate of 3 per cent per annum is 
allowed on these monthly payments if 
they are made when due or in advance. 

“Immediately upon your signing the 
note at the Bank, the amount of your 
bill is paid by them, direct to us. 

“This plan is of especial interest to 
those who value their credit standing, 
but who, through circumstances be- 
yond their control, have been unable to 
handle their accounts in the usual 
manner. Through this plan, your bill | 
is paid in full, with no embarrassment 
whatever to you. The payments are 
made directly into the Savings De- 
partment of the Bank. 


“Example of the Denver National 
Bank’s Personal Loan Plan: 
If the amount of your bill is. . .$100.00 
8% interest is added......... 8.00 


Total amount of note........ $108.00 


“You then deposit $9.00 per month, 
for twelve months (or, if you prefer, a 
proportionately larger amount for 3, 6 
or 9 months) in a special account. If 
all payments are made promptly, you 
will receive an interest rebate amount- 
ing to $1.48 when making your final 
payment. This makes a net cost to 
you of only $6.52 on each $100.00. 

“For each three months that the 
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Liquidating overdue accounts is one 

of the problems confronting retail 

stores today. It is a problem banks 
can solve 


loan runs, the minimum interest charge 
is $1.00. 

“If this plan appeals to you, kindly 
call at our Credit Department and we 
will give you a card of introduction to 
the Denver National Bank, where the 
entire matter will be arranged.” 

The store inserts one of these folders 
in each of its overdue account bills 
mailed to the customer. When the 
customer inquires about the plan at the 
store, an introduction card furnished 
by the bank is given him to present at 
the Denver National Personal Loan 
Department. 

When the customer brings this card 
to the bank, we endeavor to find out 
first if he has overdue accounts with 
any of the other stores co-operating in 
our plan. If so, we try to have these 
included in the same note. The cus- 
tomer is then given a personal loan 
application form to fill out. While he 
does this, we phone the one or more 
stores in question to get the exact 
amount of the overdue account, and to 
get the permission of the credit man of 
et store to include the account in the 

oan. 


HE usual investigation of each 

customer is made through the Retail 
Credit Bureau. While this may not 
Seem necessary at first thought, since 
the loan is guaranteed by the store, still 
it does prove helpful in many cases. At 
times it shows how useless it would be 
for the bank to waste time and sta- 
lionery in making the loan, since the 
individual’s past credit record is so 
poor that it seems unlikely that he will 
meet his payments promptly if at all. 
In other cases the investigation dis- 
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closes what the customer may have 
been too embarrassed to admit to our 
loan man, that he has overdue accounts 
at other retail stores. This knowledge, 
of course, gives us the opportunity of 
suggesting the consolidation of all of 
these accounts under the one loan. 
When the loan is granted, we send a 
check to each store for the amount of 
their account, together with a guaranty 
form for the authorized representative 
of the store to sign, guaranteeing their 
proportion of the lean. The usual pro- 
cedure of the store then is to close the 
customer’s charge account until the 
loan is paid, or in special cases, to per- 
mit the customer a 
limited charge ac- 


Fifteen 


in loan, amount of loan, amount paid 
to date, and date of last payment. 

No unusual effort is made by the 
bank to collect these store loans. The 
ordinary personal loan payment due 
notices are mailed, and the usual tele- 
phone follow-up calls are made. In 
every case, the stores have gladly co- 
operated in collection of overdue pay- 
ments by either writing letters to the 
customer, or by sending out their own 
collectors. However, comparatively 
little trouble is encountered in these 
loans, for the customer usually feels his 
obligation to the bank even more 
strongly than to the store, and since a 
few minutes is devoted by the loan 
man, when the loan is made, in im- 
pressing upon the customer’s mind the 
importance of keeping his credit 
standing good, the customer is started 
out right. 

When an account becomes uncol- 
lectible, we write the store “calling the 
loan,” and they send us a check for the 
unpaid balance of the loan, or for their 
proportion of same if more than one 
store is participating in the loan. The 
bank’s remuneration is the interest on 
the loan, which is added to the face of 
the loan at the start. If no payment is 
made, we receive no interest. How- 
ever, if at least one payment is made, 
we take out of it interest from the date 
of the loan to the date of “‘calling’”’ the 
loan. 

Our experience with this type of 
business has been highly satisfactory. 
The stores are benefited by the plan, 
and the individual appreciates this 

(Continued on page 29) 





count with the under- 
standing that it must 
be paid in full every 
month. 

The various stores 
are kept in constant 


touch with the de- the sun of 
velopments of these ($ 218,00 
accounts through de- ee es 
tailed monthly re- $ 18.00 


ports made by the 


WHEREAS, 


GUARANTY 


Mr. John Doe » has 





executed a promissory note payable to The Denver National Bank for 
Two Hundred and Sixteen- - - - - - -=- = = Dollars 





}, dated September 30,  _, 19 33 


months, and has agreed to make monthly deposits of 


» Payable 





per month for 12 months to be held 


as collateral security for the above mentioned promissory note: 


bank, delivered to 
the credit manager 
of the store, and 
gone over carefully 
by representatives of 
both the bank and 
store in conference. 
These monthly re- 
ports show the name, 
loan number, date of 
loan, number of 
stores participating 


An authorized repre- 
sentative of the store 
guarantees the re- 
payment of the loan 





NOW, THEREFORS, In consideration of the payment to us-me 
of Two Hundred- - ---+-+---+-+--< “Dollars ($_200.00 i 





being a part of the proceeds of said note, we-I hereby agree, in case 

« 
of default in payment or in any of the other conditions of said note, to 
pay on demand unto said The Denver National Bank the said sum of 


Two Hundred- « « « - «+ =<+--+«-= Dollars ($ 200.00 ), less 





thet proportion ef the monthly deposits made by the maker of said note 
up to the date of said default, represented by the ratio between thé 
amount of this gudranty and the principal of said note; and for the con- 
sideration aforesaid we-I hereby waive all notice of non-payment, dis- 
honor or protest of said note and of the state of said indebtedness at 
any and 411 times, 

Dated at Denver, Colorado, this 


is 33 ° 


2na, day of October 


THE JOWES DEPARTMENT STORES 
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What one bank accomplished for 
its farmer customers and itself 


by BURT KILE 


Cashier, The Chardon Savings Bank Company, 
Chardon, Ohio 


distinguish one sound bank from 
another in any community. Bank- 

ing operations are performed along 
identical lines, and with the coming of 
deposit insurance no bank will have 
the advantage of another when such 
hard-to-measure qualities of safety and 
soundness are concerned. How then, 
can any bank promote the institution 
with the idea of getting more business? 
We believe one answer is to do 
something which will benefit the com- 
munity as a whole. If the promotion 
efforts of the bank can be associated 
with some business activity of the 
community, then it stands to reason 
the bank as well as the individual per- 
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son or business will benefit. There are 
undoubtedly many communities in the 
United States where banks can assume 
leadership in organizing local indus- 
tries to the decided advantage of those 
businesses. In fact it is doubtful if any 
person is in a better position to assume 
this leadership than the banker. 

Our own experience this year in pro- 
moting an industry in our county 
demonstrated conclusively that there 
is a real need for the banker to lend his 
help and influence to local industry. 
We believe our experience is a good 
example. 

Geauga County is noted for the ex- 
cellence of its maple syrup. With the 
exception of farm products raised 
mostly for home consumption, this is 
practically the only industry in our 
county. The welfare and prosperity of 
our people depend almost entirely 
upon the kind of season we have. 

Our bank takes a keen interest in the 
industry because our growth depends 
upon the ability of our farmer cus- 
tomers to make a living from the sale 
of syrup each spring. We believe that 
whatever we do to promote its sale, 
benefits not only the farmer and the 
community, but our bank as well. 

Each farmer, and there are about 
400 who tap their trees in the spring, 
operates ‘“‘on his own.”” Each man does 
his own tapping, boiling and canning, 
consequently the business is strictly a 
‘“*home”’ industry. At the peak of the 
season late each winter the farmers get 
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A standard label was designed 
by the bank to take the place of 
dozens of individual labels that 
were in use. The new label was 
then copyrighted by the bank 
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together to stage the Geauga County Y 


Maple Syrup Festival which attracts 
visitors from all over northern Ohio. 


Each spring our bank and officers | 
take a prominent part in committee | 
work to make the annual festival a | 
success and this year we felt that if we | 


could promote the use of an attractive 


label for the canned syrup sold at the 
festival, sales would be greater than in 7 


the past. The selling committee was 
enthusiastic over the idea and in a 


short time, with the help of our adver- [7 
tising agency, we had worked out a | 


design which pleased everyone. I 
might add here that in the past the 
syrup carried the farmer’s own label. 
Each farmer had his own ideas about 
labels, and the designs, by no stretch of 
the imagination, reflected the high 
quality of the syrup in the cans. 

In checking the cost of the labels for 
the festival, we found our up-to-date 
design carried a printing cost no 
greater per thousand than the unat- 
tractive labels which the farmers had 
been using. This, plus the fact that 
farmers who took part in the festival, 
also insisted on the new label for the 
syrup which they sold in stores and at 
roadside stands, induced us to offer the 
new design at cost to all the farmers of 
the county. The response was over- 
whelming and in a very short time we 
had disposed of over 40,000 labels. 
The quantity would have been double 
or triple that number if many of the 
farmers had not already placed their 
orders for old labels. 


HERE was an added reason for our 

desire to get as many labels as pos- 
sible into circulation. More labels 
meant more canned syrup and more 
cans meant more profit. Each year, 
much of our syrup is sold in bulk to 
buyers who come here from an eastern 
state which produces maple syrup. Our 
farmers get a lower price when they 
sell in bulk and our bank wanted to do 
everything possible to help them sell 
more higher priced canned syrup in 
this territory. 

From every standpoint the new 
label was a big success and there is no 
question but that it will continue in 
use from year to year. It benefits the 


(Continued on page 28) 








\] 


l| 


ba 





ney 
ing 
ous 


hav 
as 


thi 
ply 


Sit pais ieee Cambio rent ia abies wei 


do: 


’ M: 


| yo 
tec 

















H§ 


A 
a 
* 
ke 
bth» 













acts & 
hio. 
cers 
ttee 
ala @ 
[ we |7 
tive 
nin 
was | 
nae 
ver- | 
it a | 
I | 
the | 
abel. 
bout 
ch of | 
high 


s for 
date 
no 
inat- 
had 
that | 
ival, | 
> the 
id at 
r the 
rs of 
over- 
ie we 
bels. 
yuble 
f the 
their 


yr our 
; pos- 
abels 
more 


CLEARING HOUSE 








- WITH THE CAMERA - 











Harris & Ewing 

Epwin C. GRAHAM, president of the 
new Hamilton National Bank in Wash- 
ington, D. C., has occupied a conspicu- 
ous place in business and civic affairs 
at the national capital. His activities 
have included service for a dozen years 
as a director of the Federal Reserve 
Bank of Richmond, presidency for 
thirty-seven years of an electrical sup- 
ply company, and chairmanship of 
a committee to combat depression. 


NEXT TIME you are in New York, 
don’t fail to visit the new office of the 
Bank of the Manhattan Company, 
Madison Avenue and 64th Streets, if 
you delight in early American archi- 
tecture. The building itself is of the 
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OUTSTANDING among the trophies 
awarded at the American Legion na- 
tional convention in Chicago was this 
modernistic silver and ebony shaft 
donated by the American National 
Bank and Trust Company. The 
trophy was established by the bank for 
presentation to the Legion state de- 
partment which undertook the most 
humanitarian service during the past 
year. The shaft is thirty inches high. 





o 


post-colonial period. Inside, the eye is 
greeted by reception rooms with open 
counters, tellers at flat desks, great 
fireplaces, a stately elliptical staircase, 
colonial furniture, and an early 
American atmosphere throughout. 
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As OnE of Cleveland’s two emissaries 
of good will, Encie M. Brown of the 
savings bookkeeping department of 
The Cleveland Trust Company en- 
joyed a thirty-day boat and rail trip 
around the United States. Miss 
Brown attained first honors in a com- 
petition promoting Cleveland. 


Pach Bros. 


CuHARLEs H. Sasin, chairman of the 
Board, Guaranty Trust Company of 
New York, died at his home October 
10th. At the time of his death Mr. 
Sabin’s connections with financial, 
educational and social organizations 
covered a wide range. He was a 
director of a score of corporations. 
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What Profits Today 
in | RUST BusINEss: 


by F. A. ZARA 
Assistant Vice-president, City Bank Farmers Trust Company 
New York City 


HE adequacy of trust depart- 

ment earnings of national banks, 

state banks and trust companies 
again becomes the subject of renewed 
discussion. First, through the move- 
ment by the American Bankers Associ- 
ation to formulate and install a code 
to assure, among other things, rea- 
sonable earnings to all banks under- 
taking trust service; secondly, because 
of the coming session of Congress, 
when there undoubtedly will be re- 
newed effort to re-draft the new 
banking bill, with possible attention 
to the divorcement of trust business 
and its complete separation from 
commercial banking activities. 

Questions, therefore, which take on 
increasing importance are: How profit- 
able is trust business now handled by 
the banks throughout the country? 
Can such business be economically 
self-contained in organizations created 
solely for that purpose? Can country 
banks in smaller communities develop 
and perform trust services with assur- 
ances of reasonable earnings if their 
fiduciary business is separated from 
commercial banking? Are the various 
statutory fees allowed executors and 
trustees in the several states adequate, 
or must they they be revised? These 
and other questions present themselves 
for answer. 

Trust companies and trust depart- 
ments of national banks, to the extent 
that they are acting as the custodians 
and managers of property, operate 
basically in the field of investment 
banking. The complexities of world- 
wide conditions confronting the cus- 
todian of property, and the handling of 
investments have never been so great 
nor varied as they are today. The 
forces at work in this period of 
economic readjustment add an increas- 
ing burden and worry to the responsi- 
bilities of the trustee. Even the 
smallest account requires the most 
painstaking care and attention. 

To administer trusts successfully, 


the fiduciary must have the benefit of 
sound advice, not only in legal matters, 
but also in investment matters in all 
of their many forms. He requires the 
constant services of a tax expert. If 
the service is at all extensive and 
worthy of the name, he also requires 
experienced personnel of a high order, 
backed by statistical, research and 
accounting departments. All of this 
costs money. No one understands this 
more keenly than the trust officer. But 
it is questionable if the public has a 
full appreciation of the extent of the 
organization required by corporate 
trustee to function properly. What is 
more important, it is doubtful if the 
public’s representatives in the many 
Houses of Congress have a clear under- 
standing of the in- 

creasing costs and 
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handled as to return a satisfactory 
profit. 
look into the record. 
Unfortunately, there 
little, if any, authoritative data repre- 
sentative of the banks as a whole on 
this subject. Other than figures re- 
ported by the comptroller of the 
currency, there is no statistical record 
that I have been able to find, which 
will give a clear or complete picture 
of the trust volume or earning power 
in the banks throughout the country. 
Even the very excellent schedules in 
the comptroller’s annual report do 
not reflect the results of the net profits 
realized from trust operations. Simply 
the gross earnings are indicated, while 
an examination of the reports of the 
various state superintendents furnishes 
no insight into the volume of business 
or earning capacity of the state insti- 
tutions coming under their supervision. 
Perhaps a contributing factor for the 
lack of reliable data on this subject, is 


Figure 1 
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A question raised by the 
trust code and the pos- 
sible separation of trust 


business from banking 


that comparatively few banks have as 
yet developed recognized systems of 
trust department cost accounting. 

Then too, the supervisory authori- 
ties, themselves, have not generally 
required uniform practices in account- 
ing, with the result that the reports 
are not entirely consistent in their 
component factors. For instance, the 
federal reports of trust assets are, I 
take it, presumed to reflect the par 
values of stocks, bonds and other 
evidences of value. Some _ banks, 
however, in so far as ledger control 
figures are concerned, do not carry 
securities in terms of par values, but 
rather in unit values arbitrarily 
assigned to stocks and bonds. There- 
fore, reports to the federal authorities 
in some cases reflect trust department 
asset values expressed as par, while 
others are expressed in unit values, or 
in a combination of the two. There 
may be other variable factors also, as 
for instance, the rate of conversion at 
which foreign currency securities are 
expressed in dollar ledger controls. 
Because of these variable practices, the 
deductions which can be made from a 
study of such figures cannot be con- 
sidered conclusive, although they may 
be sufficiently representative of the 
general situation to permit some degree 
of analysis. 

Before turning to this one available 
source of statistical information, it 
should be noted that trust business 
has had a phenomenal growth along 
with the growth of income in the 
United States for the ten-year period 
ending in 1929; that there has been a 
very sizable contraction since 1929 in 


| this wealth and income, which has had 


perforce a detrimental effect upon 
trust business; that it was only in the 
early part of 1915 that national banks 
egan to avail themselves of the 
authority given them in the Federal 
Reserve Act of 1913 to act in a 
fiduciary capacity; and that state 
banks and trust companies, on the 
other hand, have exercised these func- 
ions for a long time. It is therefore 
reasonable to expect that the trust 


volume and 
assets in the 
hands of state 
institutions 
greatly out- 
weigh that in 
the control of 
national 
banks. To 
what extent, 
it is difficult 
of course to 
estimate. 
Bearing this 
clearly in 
mind, let us look at the figures which 
are available to us. 

As of June 30, 1932, the latest date 
when these figures were published, 
there were 6,150 national banks having 
total banking resources of $22,565,- 
995,000. Of these 6,150 banks, but 
2,238 were authorized to exercise 
fiduciary powers, although their total 
banking resources equalled $18,568,- 
074,484. In other words, while but 
36 per cent of the total number of 
banks had authority to execute trusts, 
their total resources represented over 
83 per cent of the total resources of all 
reporting banks. The gross earnings 
for the year ended June 30, 1932, of the 
1,774 banks actually operating trust 
departments were $22,360,000, appor- 
tioned among the twelve Federal 
Reserve districts, central reserve cities, 
other reserve cities and country banks, 
as shown in Figure 1. 

From this it will be observed that the 
central reserve cities of New York and 
Chicago account for approximately 
37 per cent of the total trust depart- 
ment earnings of the entire country, 
and almost equal the combined earn- 
ings of the national banks in the 
sixty-one reserve cities, while the 
country banks represent about 27 per 
cent. 

The reason for the larger earnings 
of New York City and Chicago 
national banks is due of course: First, 
to the concentration of population and 
wealth in these two centers; and 
secondly, to the rather extensive 
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corporate trust departments in their 
organizations which, as is well known, 
provide a more liberal measure of 
earnings than does the administration 
of personal trusts. 

Bear in mind, the earnings indicated 
are gross earnings, and that if these 
gross earnings are averaged for the 
number of banks exercising trust 
powers, we shall find that the average 
annual gross earnings per bank is but 
$12,604, while the average gross earn- 
ings per trust for this same period are 
reported by the comptroller as being 
$222. These are not impressive figures. 
What the net result in earnings 
would be, is of course a matter of 
conjecture. 


LET us see now how the personal 

trust assets of these banks are dis- 
tributed in the various centers of 
population. Banks administering trusts 
are grouped according to the popula- 
tion of the localities in which they 
operate, as in Figure 2. 

What do the figures show? It 
is significant that the countrywide 
average value of all personal trusts is 
but $49,313, of par values, the market 
values being presumably very much 
less; the averages in the various groups 
range from $5,919 in towns having 
a population up to 2,500 inhabitants, 
to $119,986 in cities of 1,000,000 
population or over. It is significant 
because there is decidedly a limit in the 
size of personal trusts below which 
they become incapable of producing 
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sufficient income to make them profit- 
able to handle. 

The question may properly then 
be asked, ‘“‘What average size should a 
personal trust approximate to make 
it profitable for the trustee to admin- 
ister? That is a very difficult question 
to answer satisfactorily. Primarily, it 
will depend on what services the 
trustee will be called upon to render. 
The duties vary in each state. Not 
only this but what is a most important 
factor, is the nature and composition 
of the corpus of the trust. How many 
classes of securities are included, and 
what is the complexity of the portfolio? 
Are they securities which can be 
readily appraised as to value, or do 
they require constant investigation 
and watching? Equally important is 
the rate of fees which the trustee may 
be entitled to receive. These also vary 
as between localities. Some are statu- 
tory, some are fixed by precedent, while 
others are determined by direction of 
the courts. All of these elements must 
be taken into consideration before we 
can answer the question to our satisfac- 
tion. It is certain, however, that in 
the smaller community the profit that 
can result from the administration of 
trusts is negligible. 

The experiences of banks operating 
in certain sections of the country, not- 
ably in the northwestern states, throw 
considerable light on this problem. It 
has been the conclusion of one group 
at least that there cannot be successful 
and profitable operation of trust de- 
partments in small agricultural com- 
munities, and that even the rural 
communities of medium size can best 
be served through trust departments 
operated in the larger centers; further- 


more, that a holding corporation for a 
chain of banks or branch banking, 
itself, offers the best solution for 
successful operation, as then a more or 
less centralized executive staff can be 
afforded to secure the necessary degree 
of management and supervision. 

The showing made by branches of 
national banks operating trust depart- 
ments, as portrayed in the above 
tabulation, would tend to support this 
conclusion. Not only are the averages 
of values per trust administered higher, 
thereby producing greater revenue per 
piece of business handled, but it can be 
safely assumed that the supervision 
and management which can be afforded 
is of better caliber because of the 
“pooling” of talent and facilities 
between head office and branches. 


FOR the larger banks in the larger 

communities, i. e., those of 100,000 
and over, and in which the average 
individual trust under administration 
is greater than the general country- 
wide average, there arises a problem 
of management quite distinct from the 
smaller bank. For reasons entirely 
understandable to those familiar with 
volume administration, costs of han- 
dling business have moved at a dis- 
proportionate ratio to income. During 
the expansion period staffs were built 
up, facilties were offered in unstinted 
degree, solicitation was most successful 
and new business was being added to 
the books at a most promising rate. 
Trust business seemed to be coming 
into its own. 

After the crash, with wealth fading 
away, a very radical and distressing 
change began to appear. Dividends 
were reduced; bond and mortgage 


THE BURROUGHS 


interest became unstable. Greater 
research into values of all types of 
investment became urgent. 


quick decision as to whether they 
should be retained or sold. Many of 


the so-called “legals” could no longer / 


qualify as such. New trust business, 


on the other hand, in keeping with the 


general trend, began to be more 
difficult to obtain. Estates which fell 
in were valued at but fractional parts 
of their former worth. And the 
trustee’s commissions, based upon 
income collected and market values of 
securities held, were materially reduced. 

This procession has continued at an 
accelerating rate for the past four 
years, and it has been a difficult 
problem in management for the cor- 
porate trustee to solve. Increasing 
costs were accompanied by decreasing 
income. While this condition also 
affected the smaller corporate fiduciary, 
his problem was not nearly so pro- 
nounced, for the reason that it was 
easier for him to contract his organiza- 
tion because it had not expanded so 
rapidly or to such an extent. In other 
words, the situation confronting large 
trust companies today is similar to that 
of the expanding costs of distribution 
in industry. Their trend is toward 
absorbing the entire profit, and the 
corporate trustee may find himself in 
the uncomfortable position of assuming 
all the responsibility of management of 
property but without compensation. 
What can be done? 

After all, the problems are not 
insuperable. Assuming that the organ- 
izational structure is sound and the 
management capable, a simple and 

(Continued on page 27) 
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Figure 2 
VALUE OF TRUSTS IN BANKS—BY POPULATION OF TOWNS OR CITIES 
2,500 10,000 $0,000 100,000 250,000 500,000 1,000,000 
to to to to to to and Totals 
Population Up to 2,499 9,999 49,999 99,999 249,999 499,999 999,999 Over 

Number of Banks with Trust Powers........ 324 740 726 147 133 82 34 $2 2,238 
Total Resources... 2... see --$704,221,235 $1,253,877,862 $2,603,480,560 $1,209,200,391 $2,062,470,182 $2,070,873,065 $3,175,521,766 $5,888,429,423 $18,568,074,484 
Value of Private Trusts..... ---$ 6,442,008 $ 49,702,944 $ 259,852,830 $ 233,901,073 $ 531,015,419 $ 543,025,681 $ 527,668,270 $1,228,343,432 . $ 3,379,951,657 
Value of Court Trusts... 8,449,928 $6,182,745 183,194,039 165,172,255 200,600,255 113,643,287 128,408,804 406,462,401 1,262,113,714 

Totals........... $ 14,891,936 $ 105,885,689 $ 443,046,869 $ 399,073,328 $ 731,615,674 $ 656,668,968 $ 656,077,074  $1,634,805,833 $ 4,642,065,371 
Number of Living Trusts 888 4,008 8,925 4,798 7,854 5,839 5,481 7,581 45,374 
Number of Court Trusts........... 1,628 9,102 14,073 5,625 6,516 2,207 3,566 6,044 48,761 

PMR RN, WA FERRE Pe 2,516 13,110 22,998 |. 10,423 14,370 8,046 9,047 13,625 94,135 
Average Value per Trust Administered........§ §,919 8,077 $ 19,265 § 38,288 § 50,913 $ 81,614 § 72,519 $ 119,986 $ 49,313 
Number of National Bank Branches 
having active Trust Departments................. 35 $8 - 42 16 ll 8 13 39 222 
Total Resources. ecco ce eeeeeee eee 27,689,729 83,308,325 $ 103,993,124 $ 105,805,470 $ 45,821,861 $ 91,158,667 $ 569,613,368 $ 303,042,735 $ 1,330,433,279 
Value of Private Trusts... ...........$ 445,142 3,812,198 $ 15,653,208 $ 21,574,947 $ 24,285,694 $ 18,969,650 $ 72,864,328 $ 438,195,955 $ 595,801,122 
RO OE Canetti Senne tect nse $18,628 2,628,822 12,023,224 20,757,858 8,521,219 6,566,080 . 5,458,428 189,321,316 245,795,575 

Totals... cae | 963,770 6,441,020 $ 27,676,432 $ 42,332,805 $ 32,806,913 $ 25,535,730 $ 78,322,756 $ 627,517,271 $ 841,596,697 
Average Value per Trust Administered.._.._.§ 15,928 15,202 $ 22,778 $ 34,957 $ 33,717 $ 62,435 $ $1,528 $- 101,343 $ 70,086 
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CLEARING HOUSE 


The New Banking 
Partnership 


(Continued from page 5) 


) bankers generally should support the 


plan to strengthen the capital of the 


‘ banks and nation. 


“Therefore be it resolved, that the 
New York clearing house supports the 


’ President in his program and recom- 


mends to its members their co-opera- 


tion in carrying out his suggestion.” 


It was estimated that the New York 


| banks might sell as much as $200,000,- 


000 of new capital, including preferred 


| stock and capital notes, to the Recon- 


struction Finance Corporation. This 
would be about 15 per cent more than 
the $1,340,000,000 of capital funds 
then reported by the nineteen New 
York clearing house banks. 

The disinclination of the New York 
banks to approve the government’s 
program was based on the ground that 
they did not need the money, that 
there would be a stigma attached to 
their use of it and that it would be im- 
possible for them to employ it profit- 
ably. However, they laid aside these 
objections in deference to the theory of 
government officials that it was im- 
portant that the New York banks 
should participate in the program. 


UNDER the Reconstruction Finance 

Corporation’s proposal it buys pre- 
ferred stock paying 5 per cent divi- 
dends. A rebate of 1 per cent is given if 
the securities are retired within three 
years, which means the actual cost to 
the banks will be 4 per cent. Assuming 
that the funds are invested in govern- 
ment bonds yielding an average of 314 
per cent it means a loss of three- 
quarters of 1 per cent annually for the 
banks. Government officials argue 
that this will not be without its com- 
pensations if the deposit insurance 
system is made proof against failures. 








It is agreed that the banks will not 
retire any of the preferred stock before 
July 1, 1934, when the permanent in- 
surance plan is effective. 

While the preferred stock dividends 
are cumulative they are payable only 
as and when they can be paid from 
earnings. The stock is retirable from 
only a part of the net earnings —40 
per cent after preferred stock divi- 
dends, taxes, deductions, reserves, etc., 
are allowed for. 

Official circular No. 6 issued by the 
Reconstruction Finance Corporation 
provides that all applications in con- 
hection with the purchase of preferred 
stock and capital notes and debentures 
or loans secured by preferred stock 
shall be made to the loan agency of the 
Corporation serving the territory where 
the bank is located. 

“The sound value of the assets of the 
bank or trust company must at least 












—this statewide 
direct-routing service 


Via the night and day transit service and the 
direct-routing facilities of Bank of America, 
California transactions which require 4 days’ 
collection time through ordinary channels are 
usually completed in 2 days. 


“Fast” truly describes these facilities which 
embrace 410 branches of Bank of America in 
243 California banking communities. Bank of 
America clients save time in their California 
volume and enjoy a more rapid turnover of 
capital. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, @ National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 
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Eliminates needless motions. . 






that tire typists and 
slow up production 


THE CARRIAGE 


A mere touch of the ‘‘return’’ key, 
which is conveniently located on 
the keyboard, causes the motor to 
return the carriage to the starting 
position, or to any predetermined 
intermediate point. Spacing to the 
next writing line is automatic... 
and accurate. 


THE MOTOR SHIFTS 
TO CAPITALS 


A light depression of the ‘‘shift’’ 
key (normally used to shift the 
platen manually) causes the motor 
to shift the platen instantly to the 
upper position. Thus, ‘‘shifting’’ 
is instantaneous, light and easy 
-, . the motor does the work. 


The keyboard is standard—there ts no new touch to learn 


W the Burroughs Electric Carriage 


Typewriter it is no longer necessary 
for the typist to stop at the end of each line 
. - . remove her hand from the keyboard 
. . . push the carriage back . . . and then 
relocate her hands to writing position. 
_ A light touch of the Carriage Return Key 
replaces all these wasteful motions. 

This most modern of all typewriters 
is backed by Burroughs’ own world- 
wide service organization which has, for 
so many years, kept all types of Bur- 
roughs electrically controlled machines 


in continuous and profitable operation. 





See this new machine . . . examine its 
new features and advantages . . . have 
it demonstrated on your own work, in 
your own place of business. Or write 
for an_ illustrated, descriptive folder, to 
the Burroughs Adding Machine Company, 


6221 Second Boulevard, Detroit, Michigan. 


BURROUGHS 


TYPEWRITER 


THE BURROUGHS 
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CLEARING HOUSE 


equal its deposits and other liabilities,” 
says this circular. “In addition there 
must be provided a reasonable margin 
of protection for its preferred stock, 
capital notes, or debentures, repre- 
sented by common stock alone, or by 
common stock and junior preferred 
stock or junior capital notes or de- 
bentures. 

“After an application has _ been 
filed, examiners for the corporation 
will examine the assets of the bank or 
trust company before any commitment 
is made by the corporation. 

“The anticipated earning capacity 
of the bank or trust company must be 
sufficient to enable it to pay dividends 
at the stipulated rate on the preferred 
stock or interest on the capital notes 
or debentures to be purchased by the 
corporation, or pledged to the corpora- 
tion in the case of preferred stock, 
after meeting expenses and making 
proper provisions for reserves and re- 
tirement of preferred stock, capital 
notes, or debentures. 

“Any plan or organization, or of 
reorganization, of a bank or trust com- 
pany or any plan supplementing the 
existing sound capital of a bank or 
trust company in which the issue of 
preferred stock, capital notes, or de- 
bentures is contemplated, must be 
carried out with strict compliance with 
statutory authority.” 

The corporation will subscribe for 
preferred stock or purchase the capital 
notes or debentures of a bank or trust 
company which is open, closed and 
contemplating reorganization or to 
be newly formed. The corporation will 
not subscribe for the preferred stock of 
any state bank or trust company unless 
such stock is by law non-assessable and 
unless the holders thereof are not 
liable for any debts, contracts, or 
obligations of the bank or trust com- 
pany issuing the same. 


F a bank or trust company cannot 
issue preferred stock in a manner 
which meets the requirements it may 
consider the issuance of capital notes 
or debentures or a loan upon the col- 
lateral of such preferred stock as it 
may be authorized by law to issue. In 
making loans to individuals, firms or 
corporations desiring to purchase pre- 
ferred stock the corporation will be 
governed by the usual factors deter- 
mining a sound credit risk. The finan- 
cial responsibility of each borrower will 
be given careful consideration. In 
general other collateral will be required 
as a margin in addition to the preferred 
stock purchased with the proceeds of 
the corporation’s loan. 

Both in purchasing capital notes or 
debentures and in making loans se- 
cured by preferred stock the corpora- 
tion will require satisfactory assur- 
ances that the management of the 
bank or trust company and the 
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Sales: 
9,000 Units 


Cost: $220.5° 





Behind the doors of many a sales department 
profitable transactions are being closed today—by 
Long Distance telephone service. 

The case cited—typical of a wide variety of busi- 
ness experience—was reported by the Kelvinator 
Corporation of Detroit. In a single day, just prior to 
a general price increase, the Sales Manager tele- 
phoned 44 distributors and District Managers in 
all parts of the country. As a result of this quick 
and effective coverage, orders were received for 
9,000 refrigerators—at a telephone cost of $220.50. 

Long Distance calls supplement salesmen’s per- 
sonal visits, save time, cut costs. Typical 3-minute 
rates: New York to New Haven, 50c.; Cleveland to In- 
dianapolis, $1.25 ; Denverto Chicago, $3.50. 


Rates above are for station-to-station, daytime calls. Evening and night rates, con- 
siderably lower. Where the charge is 50c or more a federal tax applies as follows: 
50c to 99c, tax 10c; $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c, 




















Not many bandits 
will gamble 


on beating the alarm which can be given 
unnoticed by a slight upward movement 
of the foot—IF—you have Padua Foot 

Units. Let us tell 
you how easily you 
may get Padua Foot 
Units. 





Lift of foot sets off the alarm 


PADUA Hold-Up Alarm Corporation 
122 Seneca Street Cohoes, N. Y. 











WAREHOUSE RECEIPTS 
AS COLLATERAL 


Send for a free copy of this latest work on 
the Law and Uses of warehouse receipts 
as collateral for banks, compiled by the 
American Warehousemans Association. 


Our nearest office will gladly supply you. 


JAWRENCE WAREHOUSE (CO. 


A. T. GIBSON. PRESIDENT 
CHICAGO SAN FRANCISCO LOS ANGELES 
OneN. La Salle 37 Drumm St. W. P. Story Bldg. 


PORTLAND 
U.S. National Bank Bldg. 
HOUSTON TEX. ROCHESTER, N. Y. 
Second National Bank Bidg. 14 Franklin St. 
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ixacting Days 
FOR MANAGEMENT 





New codes in effect, meetings with com- 
petitors, elimination of unfair practices. 


| 


New faces in the plant, new names on 
the payroll, new working hours. 





USINESS has 

never moved 
so fast, done so 
much in a short 
period of time. 
Now that man- 
agement is 
pausing to catch 
its breath, it has 
time for a bit of 
reflection and 
analysis. Among the things to scruti- 
nize without further delay are Printed 
Forms. 





New tools 
are being forged by 
management—to meet 
the exacting day-to- 
day changes. 


The Quality-Utility Paper for business 


MMERM 
WANBonD 


LOOK FOR THE WATERMARK 





It is our word of honor to the public 





IT IS TIME TO LOOK GVER 
YOUR PRINTED FORMS! 


Have they kept pace with changes? 
Should some be discarded; others 
added? Do the forms that reach cus- 
tomers reflect the spirit of your organ- 
ization—or is the paper flimsy, off- 
white, characterless? 

When you make this analysis, con- 
sider the wisdom of standardizing on 
Hammermill Bond. In the first place, 
it is always the same whether in the 
whiter white, or any of the 13 colors 
with envelopes to match. It is the 
most widely available paper, with 
wholesale stocks in 97 cities. 

Hammermill Bond has the feel and 
crackle of quality. It takes clean eras- 
ures without leaving telltale scuffs. Its 
surface takes perfect printing, clear 
sharp typing, and smooth pen or pen- 
cil writing. 

FREE...TO EXECUTIVES! (1) the Port- 
folio “Printed Forms at Work,” (2) the 
Portfolio ““Better Let- 
terheads,” and (3) “Are 





Position 


ment. Simply attach 








(Attach coupon to your company letterhead) 


coupon to your com- 


BCH 12 : r F ° St 
| Ham™Mermityt Paper Company, Erie, Penna. 1 — orging a . ronger 
I am attaching this coupon to my company! Business in This Day of 
| letterhead and would like to receive your triple ; National Recovery?” — 
offer of helpful ideas and actual printed forms. | hook th 
(Sent free anywhere in the United States. Outside | an important book that 
U. S. 50¢.) H deals with present-day 
: 1 roblems of manage- 
Name 1 P 8 
I 
I 
I 
I 
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THE BURROUGHS 





compensation paid the officers, dj- 


rectors and employees will be satis. | 
factory to it. This clause does not 7 


appear in connection with the purchase 
of preferred stock. 
President Roosevelt in appointing 


on October 23rd, a committee to main- © 
tain contact with non-member state | 


banks made a special appeal to them 
to accept the Reconstruction Finance 
Corporation’s offer of new capital. 
This committee includes besides Di- 
rector Couch as chairman, Eugene 
Black, governor of the Federal Re- 


serve Board; Dean Acheson, Under | 


Secretary of the Treasury; Lewis 
Douglas, director of the budget; 
J. F. T. O’Connor, comptroller of the 


currency; Walter J. Cummings, chair- | 


man of the board of the Federal 
Deposit Insurance Corporation; Henry 
Bruere, New York banker who has 
been acting as a co-ordinator of govern- 


ment financial and credit agencies; | 


and Frank Walker of the administra- 
tion’s executive council. 


“BAN KSare essential to the recovery,” 


said the President in his appeal. 
“*“A bank can operate freely and with 
confidence in its future only if it has a 
capital sufficient for the volume of 
business that it should do and can do 
as business speeds up. We need the 
banks and want them to have ade- 
quate capital. As a rule such capital 
cannot now easily be found in the 
communities. As recovery continues 
such capital will be found. But in the 
meanwhile and temporarily but for 
such length of time as may be neces- 
sary, the government will supply the 
necessary capital through the Recon- 
struction Finance Corporation in its 
purchase of preferred stock. The Re- 
construction Finance Corporation will 
thus serve as a _ recovery finance 
corporation. 

“The banks must feel free to func- 
tion well and the government will help 
them prepare themselves to play their 
important part.” 

Referring to the examination of the 
8,600 non-member state banks for 
entry into the deposit insurance sys- 
tem the President said that “the 
questions involved need to be con- 
sidered from the standpoint of the 
recovery effort in general, from the 
banking standpoint, public welfare and 
the welfare of depositors and _bor- 
rowers.” 

To accept the government’s offer, 
the President said, does not mean that 
a bank is weak but that it is eager to 
co-operate to the fullest extent in the 
recovery program. 


Banking may not be the best busi- 
ness in the world today. But what 
other business would you like to be in? 
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CLEARING HOUSE 





Interpreting the 
Law on 
“Agency” Accounts 


by 
CHARLES R. ROSENBERG, Jr. 


selves are deposit accounts oper- 

ated by bank customers as 
“agent,” “‘attorney,” or with some 
other designation indicating that the 
money in the account is held by the 
depositor in a representative capacity. 
At least, the law surrounds such 
accounts with some interesting and 
important restrictions. 

The curious and somewhat unique 
status of such accounts was very 
strikingly illustrated in the case of a 
firm of commission merchants who, 
being insolvent, opened a bank account 
in their own name, adding the word, 
“agent.” The purpose of designating 
the account as an “‘agency”’ account, 
was to protect from creditors the funds 
of their clients that might be deposited 
in the account. In this particular case, 
the purpose and nature of the account 
were known to the bank. 

The firm sold some merchandise for 
A, for whom it acted as agent, de- 
posited the proceeds in the bank 
account referred to, and drew a check 
to A for the amount due him. The 
bank in the meantime charged to the 
account a debt which the firm owed 
the bank, and as a result the check to 
A was not paid. 

Upon a suit by A against the bank 
the court ruled that the bank, having 
notice of the “‘agency” character of 
the account, could not charge against 
it the individual debt of the firm. 
The bank showed that the account did 
not contain the actual money realized 
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This paper 


is BUILT for 


Quick! Prices have changed. We've got 
to get out a notice without delay. 


speed! 





One hour later notices are on their way 
—without a hint of being done in a hurry. 





In these days that are crammed with 
activity ...news...change... you 
simply have to send out bulletins, an- 
nouncements, trade information. And 
you can’t hold them up. At times such 
bulletins must get out on short notice 
—and do, thanks to the office dupli- 
cating machine! 

But the fact that such messages go 
out in a hurry is no reason they need 
look that way! Mimeographed on 














PLEASE SEND 
ME THOSE 100 { 


neatly printed bulletin sheets and 
letterheads (of Hammermill Mimeo- 
graph Paper) your rush messages can 
have all the dignity and character of a 
long-time job. 

Hammermill Mimeograph Paper 
comes in five colors and white, is 
quickly available from your printer, 
lettershop or stationer. There are en- 
velopes to match in corresponding 
colors of Hammermill Bond. Ham- 
mermill Mimeograph gives excellent 
results when run at high speeds 
through your equipment. It takes pen 
writing without “feathering.” Ham- 
mermill Mimeograph is made by the 
makers of Hammermill Bond. 


> WAMMERMiy 
MIMEOGRAPH PAPER 


BY THE MAKERS OF HAMMERMILL BOND 


FREE TO MIMEOGRAPH USERS 


Many executives have been 
convinced of the superiority of 
Hammermill Mimeograph 
Paper simply by trying it out 
on a regular run. So we invite 
you to use the coupon to secure 


Name 


HAMMERMILL Paper Company, Erie, Penna. 


Please send me without charge the 100- 
sheet test package of Hammermill Mimeo- 
graph Paper together with your Portfolio of 
mimeographed work. (Sent free anywhere 
in the United States. Outside U. S. 50¢.) 





a 100-sheet free package to test 


Position 





out. With it we'll send you a 
portfolio of useful ideas to help 
you speed up messages and 
make them better looking. 


pease se sees same 








Make and model of machine 
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The 


RESOURCES 

Cash on Hand and Due from Other 

Banks . . . . $ 56,705,492.34 
United States Govern- 

ment Securities. . 48,169,594.51 
Bonds other than U. S. Government 
Stock in Federal Reserve Bank . 
Loans and Discounts . 
Overdrafts . ; : 
Accrued Interest Receiv able—Net ‘ 
Customers’ Liability under Acceptances 
TOTAL RESOURCES... . 





LIABILITIES 
Deposits — Commercial, Bank and 
Savings . . . . $147,527,675.17 


Public Depositssecured 
by pledge of U. S. 


Government Bonds: 
Treasurer — State 


of Michigan . 5,302,468 .64 
U. S. Government 6,398,382 .34 
Miscellaneous. 200,996.76 


Other Public Deposits 4,073,873 .88 
TOTAL DEPOSITS . . .«. .« 

Bills Payable and Rediscounts 

Capital, Surplus and Undivided Profits 

Reserve for Expenses and Dividends 


Liability under Acceptances to furnish 
Dollar Exchange 


TOTAL LIABILITIES. ... . 














NATIONAL BANK 


OF DETROIT 


Statement of Condition, October 25, 1933 


$104,875 ,086.85 
$ 5,248,633 .67 
675,000.00 
78,024,509 .94 
11,878.68 
615,947.20 
8,028.72 
$189,459,085.06 





$163,503,396.79 


None 
25,697,507 .88 
250,151.67 


8,028.72 





$189,459,085.06 
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‘WE DO OUR PART 


82 Stock 
Sizes. 





Samples Sent 
on Request. 


Patented 


REQUIRES NO PASTING 


“All Automatic’? EASY SNAP 


Collapsible Storage File Boxes 
and Collapsible Shelf Cabinets 


Manutsceured STRAYER COIN BAG CO., New Brighton, Pa. 


Bank Supplies Since 1914 














Used by thousands of Banks 


LOCK-SEAL 


NIGHT DEPOSITORY BAG 
Requires No Padlock 
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from the sale of A’s goods, it appearing 
that the firm had spent that money 


but made it good by depositing funds ¢ 


of their own in the account. The & 
court held that this was immateria] § 
and that the character of the “agency” |) 
account protected the funds in it from ik 
setoff by the bank of the firm’s owy | 
debt. (Baker vs. New York — 
100 New York 31.) 

Even where an account is not! 
designated as an agency account or | 
earmarked in any way, it will never- 


theless be protected by the courts if it 7 him 
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appears that the funds in the account © the f 


) sons 
sonally but to persons whom he repre- |~ 


do not belong to the depositor per- 


sents. In a Pennsylvania case the true 
owners of the money on deposit were 
favored by the court in face of a legal 
attachment served by a creditor of the 
depositor. In that case B, a real estate 
agent, collected rents for certain prop- 
erty owners and deposited the money 
in the X bank. There was nothing to 
put the bank on notice that this was 


an ‘“‘agency” account, as the deposits | 


were made by B in his own name, 

Before the money had been with- 
drawn, an attachment writ issued by 
a creditor of B was served on the bank 
as garnishee for the purpose of attach- 
ing B’s account. Five minutes after 
the service of this attachment, the 
following notice was delivered to the 
cashier of the bank: 

“I beg to inform you that the whole 
or the greater part of the moneys 
deposited in your bank in the name of 
B are in fact the moneys of the under- 
signed and can be specifically shown 
to be such, and I notify you not to pay 
over the same to the said B or any 
person on his behalf.” 

This notice was signed by C repre- 
senting himself and other parties 
whose rents B had collected and 
deposited. 

C offered proof at the trial of the 
case that most of the money in B’s 
account was rent money belonging to 
C and his associates. B had absconded 
in the meantime. The court decided 
that C and his associates were entitled 
to receive the money from the bank, 
regardless of the attachment. Since 
the fund, or most of it, did not belong 
to B but to C and the other property 





owners, the court held that B’s attach- 
ing creditor had no better right to it 
than B had. Hence, since B was 
obligated to account for the money to 
C and the others, B’s creditor could 
not deprive them of their money 
merely because it happened to be 
deposited in B’s name. (Farmers 
Bank vs. King, 57 Penna. 202.) 

The attitude of the courts with 
respect to accounts of this kind is that 
the money, in the language of the law, 

“is impressed with a trust” in favor of 
the persons whom the “agency” de- 
positor represents and whose funds he 
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) certain part of the money belongs to 


) creditors would be permitted to attach 
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deposits in the account. Essentially, | 
therefore, the funds in such accounts 
are trust funds and are fully protected 
gs such. Very often, where such a 
depositor makes a collection for the 
person he represents and deposits the 
check in the “agency” account, a 


the depositor himself for commissions 
or fees in the transaction. In such a 
case it is probable that the depositor’s 


such part of the deposit as belonged to 
him personally as distinguished from 


) the funds shown to belong to the per- 


sons whom he represented. 


What Profits Today in 
Trust Business ? 


(Continued from page 20) 


direct solution would seem to be to 
determine first the true costs of 
operation after eliminating every factor 
or motion not primarily related to the 
business in hand. There is nothing so 
valuable in determining the relative 
effectiveness of an organization as 
comparing its operating costs with 
those of other organizations. There 
is no better measure upon which 
reliance can be placed. 

This brings us back to those factors 
mentioned above, i. e., a uniform 
method of reporting ledger values to 
the supervising authorities and the 
development and installation of a 
recognized system of trust cost account- 
ing. Much has been done along these 
lines by the special committee of the 
trust division of the American Bankers 
Association, but a great deal still 
remains. As the result of these 
studies, there would be an undoubted 
interest in more advanced planning of 
operations with increasing success in 
lowering the costs of trust administra- 
tion. If, after all, as the result of the 
determination of these true costs, it 
should appear that the measure of 








profit be not adequate, then it would 
seem proper to move for an upward 
revision of the fee schedules. 
for this revision of fees before this 
determination, would be like placing 
the cart before the horse. 


BANKING these days apparently is 

being considered more and more as 
afield of public service where profits to 
the corporation are secondary to the 
needs and requirements of the com- 
munity, itself. But reasonable profits 
are necessary if the service is to con- 
tinue. Without reasonable profit on 
the invested capital, no venture can 
continue. Continuity is dependent 
upon successful and profitable oper- 
ation. The corporate fiduciaries have 
been rendering a faithful and essential 
service not obtainable elsewhere. Trust 
administration on the part of these 
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Car EW 
Craftsmanship 


A mystical, entrancing atmosphere pervades the work of 
the enthusiastic craftsman. His is a creative passion for 
the beauty that envelopes his innermost self. He does 
not rest on his laurels. The perfection of his past work 
serves only as a comparison with the perfection he is 
always striving for. His work is almost his very life. 


The making of a sheet of fine paper is, to Carew Crafts- 
men, the outlet for their artistic sense. Their craft is not 
ruled by the machine. It is a craft of the heart and hand 
and instinct. “Modern” methods of paper making which 
cut quality have no place in the Carew mill. These 
master craftsmen still use the methods they have been 
using for years and years—sizing with animal hide glue, 
pole drying, sheet calendering or plating, hand sorting 
and counting—methods that have made the name Carew 
synonymous with really fine paper. The matchless mas- 
tery with which they blend the elements of fine paper; 
the hairsplitting accuracy with which the various opera- 
tions are performed; and the beautiful appearance of the 
finished sheet, sturdy, crisp, and crackly, give evidence of 
their inimitable handicraft in the art of fine papermaking. 


Your Paper Merchant will 
be glad to upply you with 
beautiful, illustrated Port- 
folios of any of the Carew 
Bonds or Ledgers in which 
you are interested... T 
Lift of the complete line of 
Carew Papers appears in 
the imprint. 
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For 85 years—since 1848—Carew has been making “the 
finest rag papers in the land.” 85 years of experience goes 
into every sheet of paper bearing the Carew watermark. 
85 years.of developing to its present high standard, the 
artistic workmanship and fine paper ideals that make 
Carew Craftsmen Master Craftsmen. 


As the Craftsmen of old were admired, respected and 
honored, so do we honor the Carew Craftsman, whose 
capable, proficient cleverness, and devotion to the ideals 
of nearly a century, have made Carew Papers outstanding 
in the art of fine papermaking. 


Your Great Grandfather used Carew Quality Papers in the days of the Quill” 
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corporate trustees has never laid claim 
to infallibility of judgment or fore- 
sight; and while admitting that there 
have been a few isolated cases where 
the procedure of trust departments has 
resulted in adjustment or litigation, 
these criticisms cannot offset the grow- 
ing confidence of the public in the 
trust departments of banks. 

Until such time as essential facts 
and figures are available, there can be 
no final answer to the question as to 
the degree of profits obtainable from 
trust business. It is certain, however, 
that at some point, dependent prima- 
rily upon the density of population 
and the volume of business on the 
books, the line between profitable and 
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eee ation can be drawn. Banks handling§§ wait 

‘ trust business below this line wij} man‘ 

undertake this service as one supple)™ even 

mentary to the service rendered and ty! @ that 

Is OUR VAUL i the profit resulting from other financial) and 
needs of the client in other depart.)% to o] 
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MODERN ? 


Ann well may this question be raised in any 















bank. For never was there a more opportune time to 










































trust business and divorce it from, 
commercial banking will result all 
depriving the smaller communitig| 
throughout the country of a servied 
which is already an important factor fi 


in the economic life of the nation, and)” 
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modernize your vault facilities. nena Gme will become even ay retul 
Present day costs of vaults and : \é f Me 
vault equipment are surpris- . re 
hastens New Business from Home +) Rev 
Tell us your requirements and Industries At ¢ 
we will gladly submit an esti- (Continued from page 16) ' R 
mate on equipping your bank individual farmer because its attrac. of 
with a YORK Vault of the most tiveness helps him sell more syrup. i 
modern type. Even though he uses a standard label the 
he retains his individuality because we we 
allowed space on each label for the Q 
fe es individual producers imprint. will 
lie i The label benefits the community) ,.., 
a woven % oy , because the most prominent part of the sae 
ae ie design is “Geauga County Maple} ,,.. 
@ Syrup.” All of us do our best to put witl 
° ® over the “Geauga County” idea and by oer 
@ the use of our label every farmer be- Pale 
comes a part of an informal “‘associ- te 
e ation” without being tied down by rules will 
or dues. We dislike to permit the use U 
& of the label on syrup other than first- t 
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earned more. Loans have been paid 
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moted anything more economical be 
For more information and prices write cause we worked the whole idea — — 
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aiteaaataen a ae COMPANY As a matter of fact, the expense of the Nes 
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Burroughs Adding Machine of Canada, Limited, Windsor, Ontario vertising budget was scarcely noticed. ete 
During the economic upset lat® ™ 
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CLEARING HOUSE 


spring, when long lines of depositors 
waited at withdrawal windows in 


many banks, our business followed the 
even tenor of its way. We like to feel 


> that confidence in us has never wavered 


and we like to feel too, that our efforts 
to operate a country bank for country 
people are largely responsible for our 
continued growth. 


The Washington Outlook 


(Continued from page 10) 


return hereafter while labor through 
an increase in wages and a shortening 


of hours will receive a larger share. 


_ Revision of Revenue Laws 


At Coming Session of Congress 


Revision of revenue laws is definitely 
in prospect during the coming session 
of Congress. Subcommittees of the 
house ways and means committee and 
the Senate finance committee have 
been surveying the field. 

Quite naturally new taxes on liquor 
will form the backbone of a new 
revenue bill. These taxes will be a 
substitute for some of the special excise 
taxes which automatically drop out 
with the end of prohibition but will be 
pushed high enough to raise consider- 
able additional revenue. The question 
of a continuance of the bank check tax 
will receive consideration. 

Until business picks up so _ sub- 
stantially as greatly to increase the 
yield from income taxes there is no 
reason to expect any substantial reduc- 
tion from the very high rates which 
were made effective this year on 
individual incomes. 


Personal Loans to Liqui- 
date Store Accounts 


(Continued from page 15) 


opportunity to settle his bills through 
small payments, and thereby retain his 
credit standing. 

The report that is forwarded to 
stores monthly showing accounts liqui- 
dated through the bank is as follows; 


THE JONES DEPARTMENT STORES 


Report of Accounts Liquidated Through The Denver National 
Bank Personal Loan Plan 


lan Stores Date of Amount Name of Amount Date of 
Number Participating Loan of Loan of Borrower Paid to date Last Payment 
$9902 2 7-31-33 $300.00 John Doe $167.50 9-25-33 
$9992 1 8 4.33 150.00 Richard Roe 25.00 9-20-33 
$997 3 8 4.33 275.00 James Jones 50.00 9.23.33 
90008 2 811-33 200.00 Fred Z. Johnson 35.00 —-9-30-33 


A separate report lists those whose 
payments are past due, and contains 
the following information: 


THE JONES DEPARTMENT STORES 


Past Due Payments on Loans Liquidated Through Denver 
National Bank Personal Loan Plan 


Ne Nome 


of Borrower = iw. 
89893 J. J. Henry 1 $25.00 
89901 Richard Jacobs 2 20.00 
89933 John Q. Hendry a 80.00 
$9976 James Doe 1 30.00 


Twenty-nine 








MAKE SURE OF PROPER 
DELIVERY 


with Speed and Economy 


> Air Express offers an ideal 
service for the transfer of commer- 
cial and banking paper of all kinds. 
22 hours from New York to Cali- 
fornia—5'4 hours New York to 
Chicago are typical of the time- 
saving schedules available between 
85 principal cities over the coun- 
try’s leading air lines. Fast air- 
and-rail service connects 23,000 











AIR EXPRESS 


RAILWAY 


additional Railway Express points. 
Low rates include pick-up and de- 
livery in leading towns, keeping 
shipments under the responsibility 
of a single organization all the way. 
Duplicate receipts give positive 
check on both shipment and de- 
livery. Consult your Railway Ex- 
press Agent for details on time 
schedules and rates. 


DIVISION OF 


EXPRESS AGENCY 


INCORPORATED 

















@ Nearly half the 1600 rooms at the 
William Penn Hotel have now been 
reduced to $3.00 and $3.50. ANEW 
DEAL for everybody! The same ex- 
cellent service, the same luxurious 
appointments, at Pittsburgh's finest 
hotel. All rooms with bath. 


HOTEL 


WILLIAM PENN 


PITTSBURGH 


Also the FORT PITT HOTEL—good 
rooms from $1.50; with bath $2.00 














‘The best thing in the world for 
storage filing and transfer work’’ 


P22 
STANDARD 
SIZES 


for 


Deposit Slips 
Drafts 
Letters 
Withdrawals 
Statements 
Ledger Sheets 





All old papers 
and records 


STORAGE BOXES 
Send for FREE Sample - - 


FOR quick, convenient, safe, low-cost storage 

filing, LIBERTY Boxes are best. Used by lead- 
ing banks and business firms everywhere. Made 
of highest quality, water-proofed corrugated 
fibre board, tape reinforced. e closing cord and 
tension button keep records safe, yet reference 
can be made instantly, no tying or untying. 


Ask your stationer or send coupon for 
free sample and full information. No 
obligation. This offer extended only to 
“een: financial institutions and business firms. 


BANKERS BOX CO., INC., 
536-538 S. Clark St., Chicago, III. 
Please send free sample LIBERTY Box and full informa- 


tion. No obligation. I prefer size foro... eee 


Bank or Firm 





Your Name 
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The Customer's Portion of 
the Statement is Unchanged 





BURROUGHSVILLE In Account With John Doe } John Doe 
220 Main St. 4 220 Main St. 
Please examine at once; if no error is 4 
ted in ten days the account will be considered correct. ‘ 
se ibaa ceria DEPOSITS s"Sepued’| Front’ | PATE checks Paid NEW BALANCE 
Z Amount Brought Forward WR 2% lone APR 2°34 

14320-— 5$0.74= wR 3H a APR 334 OS $14 
23000-— 10745~— WR 74 220010: 21 3,60 0 |APR 7 ‘34 2 963.73 
35500> ; 2555~ 

4756—~ 19000- APRIL 1 34 89590 9 600 |ARI1'S 12 112522 
73914 41 APRIG 34 45280 6 400 |APRI6'M 35 83888 
1550— 455=- RIS : APRI9 '3S 386 50058 
1000- 1273- 

21.25 £4750™ | WRZAM APR24°34 93S 37 700# 
11000- §200- (| ROT $8500 14 2100 |AR2E7'S 45 1.200004 
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RECORD 




















THIS IS YOUR BALANCE | 40 Items Deposited @ 3¢| / S| Daily Bala 

- (C5 Checks Paid @ 4¢| / 70 | Less 10% Reserve 

a ‘ eisai basptull ewe Collections @ 25¢ a sides 

aes ; 1 Interest Paid 

By = es Chaoctes | TOTAL EXPENSE 3 30 Taegne oe Aba 
: : Bapense &1 Income | “| 7b 7 Average Balance 
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This typical analysis record is detached from the statement and become: 
he bank. The stub may be designed to provide 
whatever analysis or service charge information the individual bank 
requires. Note also what an excellent form it is to show customer 


@ permanent record for t 


when explaining the service charge. 


@® Whether a bank is now making a service charge or planning 
to install one because of the Bankers Code, Burroughs offers a 
simple means for compiling the necessary figures. While posting 
the statement, the latest Burroughs Bookkeeping Machine prints 
the information from which to compute the service charége. 


This neat, legible record is made quickly on a stub part of 
the statement, later detached and retained by the bank. This 


eliminates the need for a separate analysis record. Moreover, 
the machine retains all the regular Burroughs advantages 


in posting. 


Investigate through the nearest Burroughs office. 





Burroughs Adding Machine Company 





Detroit, Michigan 
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Burroughs 


Manufacturers of ACCOUNTING MACHINES . ADDING MACHINES . CALCULATING MACHINES . TYPEWRITERS 
‘CASH REGISTERS . TYPEWRITER BILLING AND BOOKKEEPING MACHINES . CORRECT-POSTURE CHAIRS 
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CANADIAN NOTES and COMMENT 





ROUTING THE DEMAGOGUES 


The McMillan Banking Commission 
is now a matter of financial history; the 
members have submitted their report 
and dispersed but there has been an in- 
teresting aftermath. Much of the vio- 
lent and extravagant criticism of the 
Canadian banking system heard be- 
fore the sittings of the commission 
commenced has died out. One does not 
have to seek far to find the reason. 
The violent critics have been hoisted 
on their own petard. The radical bank 
reformers thrived on publicity and as 
long as their arguments went unchal- 
lenged and their statements uncon- 
tradicted they were able to bask in the 
notoriety surrounding self-appointed 
banking experts. These agitators 
found, however, that “‘experting’’ was 
rather difficult before a group of inter- 
national authorities on banking. Their 
statements, so glibly spoken, were put 
on the records and subjected to close 
analysis by Canada’s leading practical 
bankers; the arguments presented were 
carefully sifted and refuted in most 
cases. Many of these pseudo-experts, 
who previously had been having a field 
day at the expense of the banks, found 
themselves in an uncomfortable posi- 
tion and were made to look ridiculous 
in the full glare of the public spotlight. 
It is no wonder that some of them have 
retired to the sidelines. 


FACTS WIN PUBLIC CONFIDENCE 


It would appear that the careful and 
considerate testimony presented by 
Canadian bankers from coast to coast 
before the recent McMillan Banking 
Commission created a favorable im- 
pression on the public judging from the 
newspaper comment at the conclusion 
of the sittings. Members of the bank- 
ing body rightly refrained from making 
any comment or expressing any opinion 
until their work had been completed. 
But one of the eminent commissioners, 
Sir Charles Addis, director of the Bank 
of England, paid a striking tribute to 
one leading banker and to the Cana- 
dian banking profession, generally, at 
the termination of the evidence of Mr. 
J. A. McLeod. Speaking directly to 
Mr. McLeod who is president of the 
Canadian Bankers Association, and 
vice-president and general manager of 
the Bank of Nova Scotia, Sir Charles 
said: “Mr. McLeod, I am proud of my 
profession. You have been subjected 
to a searching questionnaire and you 
have given us a straight reply. You 
have refuted one by one, the many ill- 
informed and, I may add, in some cases 
malicious charges which have been 





by G. A. G. 





levelled at the banks, and you have 
done so with a dignity, with a modera- 
tion and with a frank sincerity which 
compel conviction. 

“I believe that your document will 
stand historically as a defense of the 
Canadian banking system, and if this 
commission, in my judgment, had 
done nothing more than elicit this 
response, it would not altogether have 
failed in the task allotted to it. 

“I think that we are now past the 
controversial stage. I have no ques- 
tions to ask, at least none which can be 
considered argumentative. The need 
for that is gone. Your papers have 
revealed that we have a common aim, 
that we have a common purpose, which 
is the welfare of the people of Canada. 
Any difference that may exist, any 
shade of difference, is no longer, I 
view it, in fundamental principle, but 
merely as to the pace and method of 
our advance.” 


TO THE BANK OF MONTREAL! 


Students of Canadian banking his- 
tory should be interested in the well 
written articles appearing in the Bank 
of Montreal staff magazine and dealing 
with the early history of the bank. 
Mention is made in the series of the 
first meeting of stockholders of the 
Bank of Montreal on August 7, 1817, 
“pursuant to a public advertisement 
of the committee acting heretofore that 
5,000 pounds had been actually paid in 
to them in gold and silver.”” The first 
officers of the bank were paid on a 
rather generous scale taking into con- 
sideration that the bank was in its 
swaddling clothes and commencing in 
a young country. It is recorded that 
the cashier’s salary was fixed at 300 
pounds per annum, with the use of the 
bank house in St. Paul St.; the ac- 
countant’s salary at 250 pounds; the 
first teller’s at 300 pounds and the 
second teller’s at 250 pounds. A dis- 
count clerk, a second bookkeeper, and 
a porter were added and it was with 
this staff of seven that on November 
3, 1817, the bank began business. 


UNCLAIMED BANK BALANCES 


There is a member of the Canadian 
House of Commons who deserves to be 
returned in the next general election 
for the originality he has displayed in 
preparing his campaign. It is reported 
that the member in question has gone 
through the records of the unclaimed 
bank balances at Ottawa and segre- 





gated the names of depositors reported FF 
from banks in his parish. Such a list J 
would certainly present interesting 
political possibilities to a parliamen- 
tarian with a thorough knowledge of 
his constituency acquired in cam- 
paigning in remote sections. It is al- ff 
together likely that he would be fa- §f 
miliar with the location of many of the 9 
depositors appearing on the bank’s 

records as “‘address unknown.” ' 


BUT THEY DIDN'T GET IT 


Officers of the Royal Bank of Can- 
ada’s branch, Denman and Georgia 
Streets, Vancouver, did not know how Ff 
near they were to a robbery away back § 
in the merry month of May, until just 
a few weeks ago. It was the city 
sewer department who got the “dirt” 
on a well organized but unsuccessful 
plot to plunder the branch. Called by 
the new tenant of a house near the 
bank building to pump out a “hole” 
in the basement, the city employees 
found, much to the amazement of the 
tenant, that the “hole’’ was the en- 
trance to a well-constructed tunnel 
forty-five feet in length and terminat- 
ing at the concrete foundation of the 
bank’s building. Detectives investigat- § 
ing found that the house had been 
rented to a tenant who disappeared 
some weeks later, leaving no trace. It 
was thought that the task of cutting 
through the thick concrete had dis- 
couraged the attackers as there was 
still some distance to go to reach the 
bank vault. The amazing part of the 
plot was the work and trouble taken to 
reach the objective. The tunnel had 
been expertly cribbed and tons of 
earth had been removed, a_ small 
trolley-car in the tunnel being used to 
carry dirt to the shaft. The would-be 
robbers must have put in many hours 
of arduous work, apparently unaware 
that it is not the policy of banks to 
carry large sums at outlying branches. 


TWO PER CENT ON SAVINGS ? 


Is another cut coming in the rate of 
interest paid on Canadian savings ac- 
counts? As this is written there is con- 
siderable discussion in financial jour- 
nals, but nothing official has been 
announced. The long-standing rate of 
3 per cent on savings was reduced 
to 21% per cent a few months ago by 
the Canadian chartered banks with 
trust companies and savings assocl- 
ations following suit with a cut of 
Y% per cent in rates. It has been 
suggested that a 2 per cent rate on 
savings accounts will be announced 
soon by Canadian banks. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 


4070-12-33 











